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Company Profile 


Woolworth Corporation traces its origins to 1879, with the development of 
Frank Winfield Woolworth’s first general merchandise store. The Company, 
headquartered in the landmark Woolworth Building in New York, is a large 
global retailer with stores and related support facilities in 23 countries 
and on four continents —North America, Europe, Australia and Asia. As of the 
close of its 1995 financial year, the Company operated 8,178 stores in the 
United States, Canada, Mexico, Germany, England, Belgium, Luxembourg, 
the Netherlands, France, Spain, Italy, Australia and Hong Kong. 

Moving the Company forward are its 94,000 dedicated associates 
committed to providing quality merchandise at good value. 


Consolidated Statistics in Brief 


(S in millions, except per share amounts) 


1995 

1994 

1993 

Sales 

s 

8,224 

8,238 

9,558 

Operating profit before non-recurring items 

s 

196 

284 

15 

Impairment of long-lived assets 

s 

(241) 

— 

— 

Net gain on sales of real estate 

s 

34 

41 

58 

Loss on disposals 

s 

(30) 

(21) 

— 

Provision for disposition of Woolco 

s 

— 

(30) 

(168) 

Repositioning charge 

s 

— 

— 

(558) 

Operating profit (loss) 

s 

(41) 

274 

(653) 

Net income (loss) 

s 

(164) 

47 

(495) 

Per common share 





Net income (loss) 

s 

(1.23) 

.36 

(3.76) 

Dividends declared 

s 

— 

.74 

1.16 

Capital expenditures 

s 

167 

218 

359 

Total assets 

s 

3,506 

4.145 

4,593 

Shareholders’ equity 

s 

1,229 

1,358 

1.349 

Number of stores at year end 


8,178 

8,629 

8,368 
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D £ AIL SHAILEHO JLHE1LSI 

T his year’s annual report is devoted to articulating the management 
philosophy and actions that define our approach to running our businesses 
at the Woolworth Corporation. We will describe our strategic plan and 
explain the short-term implications related to initiatives that have been 
developed to implement our management philosophy. We expect that the 
successful implementation of our strategic plan will lead to improved earn¬ 
ings and cash flow for 1996 and beyond. 

At the Woolworth Corporation it is our philosophy that the greatest oppor¬ 
tunities to enhance value for our shareholders are presented by taking 
advantage of the potential of rebuilding and restructuring our portfolio of 
businesses. 

Implementing that philosophy requires making operational changes as well 
as deep cultural changes throughout our organization. Our strategic plan, 
which we began to implement in 1995, and which includes our corporate 
initiatives, provides a thoughtful approach to managing this change, and 
unlocking the value inherent in rebuilding our Company; it is the frame¬ 
work within which all of the actions of the past year logically fit. 
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REVIEW OF 1995: A YEAR OF 
TRANSITION AND PROGRESS 

During 1995, we began to rebuild our Company 
and implement our plan. We made significant 
progress in a number of important areas: 

■ We strengthened our financial position by 
reducing and restructuring our debt. 

■ We built a top-notch management team and 
de-layered our organization. 

■ We significandy lowered our expense 
structure. 

■ We reduced inventories substantially and 
improved their quality. 

■ We began to dispose of non-strategic 
businesses and real estate. 

In last years annual report, we made it clear that 
having a strong financial structure was an impor¬ 
tant priority. Throughout 1995, we continually 
strengthened our financial position and de-lever- 
aged our balance sheet. We reduced our total 
debt by $475 million, and moved away from our 
previous heavy reliance on short-term financing 
by shifting $290 million of short-term debt into 
longer-term financing. At the end of the year, 
short-term debt stood at $69 million, $784 mil¬ 
lion lower than 1994. We expect to continue to 
improve our financial structure in 1996. 

Our cash flow also increased as a result of lower¬ 
ing our expenses by over $100 million, reducing 
inventory by $258 million (at cost) and divesting 
ourselves of four chains and non-strategic real 
estate. In addition, the elimination of the quar¬ 
terly dividend the Company paid on its common 


stock—an action we took early in 1995—saved 
us nearly $60 million, which we would have paid 
out for the last three quarters of the past year. We 
continue to scale back our capital spending and 
focus it on investing in businesses that provide an 
appropriate return on our investment. In 1995, 
our capital expenditures were reduced to $167 
million, down 23 percent from 1994 levels. 

During 1995, we continued to evaluate the 
structure of our organization as well as the 
strength of our management team, and moved 
ahead in the process of reshaping our Company 
by eliminating organizational layers that slowed 
communication and decision making. At the 
same time, we continued to build an outstanding 
management team by attracting from outside the 
Company high-caliber retail executives with 
proven track records to serve in key positions, 
giving us the skill base we need to drive our 
business. This process, which is substantially 
complete at both the corporate and the operating 
division levels, has given us a good mix of new 
arrivals and experienced Woohvorth Corporation 
executives. 

Despite these achievements, our 1995 operating 
results fell short of our expectations. They reflect 
a fourth quarter during which weak consumer 
spending affected all of our businesses. Sales were 
below plan and severe weather conditions in the 
United States had an additional negative impact. 
Yet, these disappointing circumstances did not 
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OUR NEW STRATEGIC PLAN 


prevent the Athletic Group from turning in an 
outstanding performance and the Northern 
Group from continuing to make solid contribu¬ 
tions. The performance of our general merchan¬ 
dise operations in the United States and 
Germany was not satisfactory'. 

We ended 1995 with operating profit of SI96 
million before accounting charges and disposals 
of real estate and businesses. For the year, we 
reported a net loss of $164 million, or $1.23 per 


We told you in last years annual report that we 
planned to spend time studying and evaluating 
every aspect of our businesses. With input from 
associates throughout our organization, we did 
just that. When we were finished, we developed a 
comprehensive strategic plan, including several 
key corporate initiatives. 

Our strategic plan is based on accelerating 
growth in formats where we are already strong 
performers, fixing what does not work, and, ulti¬ 
mately disposing of those businesses that do not 
provide a return on our investment that exceeds 


Ln 1995, WE SET THE STAGE FOR THE TURNAROUND 
o£ C orporation, making changes 

WHIC H REFLECT OUR NEW STRATEGIC PLAN. 


share. We recorded a required non-cash account¬ 
ing charge during the fourth quarter of $241 
million ($165 million after tax, or $1.24 per 
share), which reflected write-downs of fixed 
assets and goodwill throughout our businesses. 

The hill measure of 1995 goes beyond our 
year-end results—we also set the stage for the 
turnaround of the Woolworth Corporation: 

The significance of 1995 is more completely 
revealed by looking at the changes we have 
made throughout our Company, which reflect 
our new approach and the direction set out by 
our strategic plan. 


our cost of capital. The implementation of this 
strategy, which requires that we constantly exam¬ 
ine and appraise what we are doing and make 
adjustments as appropriate, will result in a portfo¬ 
lio of businesses whose composition will be dif¬ 
ferent from the mix of businesses we are holding 
today. We will keep those businesses that fit our 
skills, and we will drive to be number one or 
number two in the markets in which those busi¬ 
nesses operate. 

Our study of our Company has provided us with 
a better understanding of the nature of our busi¬ 
nesses and the challenges and opportunities that 
they present. Through the process of bench¬ 
marking against industry’ leaders and standards, 
we have been able to identify the strengths of our 
businesses and focus on the relevant strategic and 
operational issues. 
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Athletic Group: The Athletic Group, made up 
principally of Foot Locker and the related Lady 
and Kids Foot Locker chains, as well as the 
Champs Sports operations, is a strong performing 
business. This segment is responsible for S3.4 bil¬ 
lion in volume. More important than size alone, 
we are clearly a dominant player in the athletic 
market and have outstanding brand recognition 
and solid relationships with our suppliers. 

We see great opportunities for growth in our 
athletic businesses. We plan to aggressively 
expand the Lady Foot Locker, Kids Foot Locker 


to adjust our assortments to provide a greater 
emphasis on this category. We will also be refin¬ 
ing the mix in our Champs Sports stores, placing 
a greater emphasis on the footwear and apparel 
business, while maintaining a more limited selec¬ 
tion of athletic equipment. And, by continuing 
to reduce expenses and by reorganizing our buy¬ 
ing departments to leverage the scale we already 
have throughout this segment, we think there are 
additional opportunities to increase our produc¬ 
tivity and make this good business even better. 


Our strategic plan is b ase d on a _c c el er axjjslg 

GROWTH IN FORMATS WHERE WE ARE STR.O NG . FIXING 
WHAT DOES NOT WORK, AND D I SPOS1M G _QX_ -BUSINESSES 
THAT DO NO T PROVIDE AD EQUAXE KETURJNS. 


and Champs Sports chains in the United States. 
For the Foot Locker chain, the place for aggres¬ 
sive expansion lies in the international arena, 
which is managed separately from our United 
States operations. Our European Foot Locker 
operations provide us with particularly exciting 
opportunities for growth. We have 218 Foot 
Locker stores in Europe now and expect to see 
that number increase substantially over the next 
three years. During 1995, we opened 82 new 
stores and closed 104 underperforming stores in 
the Athletic Group. 

Another opportunity to grow our athletic busi¬ 
ness involves the make-up of our product offer¬ 
ings: We believe that we have great opportunities 
to increase our apparel business, and have begun 


Germany: Although our SI.9 billion German 
business has historically been a strong performer, 
changing social and economic circumstances in 
that country have resulted in new and different 
challenges. Over the past several years, we have 
seen altered economic conditions in Germany 
affect the spending patterns of German con¬ 
sumers, requiring us to re-evaluate the way we 
do business so we can be more competitive. The 
greatest portion of our business in Germany 
comes from our German Woolworth stores— 
closer in concept to junior department stores 
than their United States namesakes—although we 
also have some smaller specialty concepts in 
Germany as well. However, we see our strongest 
opportunities for growth in our German 
Woolworth stores, where we have excellent key 
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urban locations throughout Germany, as well as 
strong brand equity, having operated successfully 
in Germany since 1927. 

We have installed new management in Germany 
which is committed to accelerating the changes 
we need to make to realize the potential of this 
important business. As we go forward under the 
direction of this energized leadership, we will be 
focusing on rationalizing our merchandise distri¬ 
bution, lowering inventory levels, and improv¬ 
ing our product flow to our stores. In addition, 
we will work on reconfiguring our German 
Woolworth stores to gain greater productivity 
by reducing storage space and administrative 
expenses, which will follow from the reorgan¬ 
ization of our distribution methods. We will 
also concentrate on reducing the number of 
underproductive stores through our corporate 
improvement programs. 

Lowering expenses throughout this operation will 
also be a priority. We plan to consolidate our 
organizational structure, with the result that we 
will operate the traditional Woolworth stores, the 
mini Woolworth stores and our Woolworth stores 
in Austria through centralized management. We 
have, in addition, reduced our planned capital 
expenditures for this coming year so that we can 
better concentrate on our existing store locations. 
It is our intention to reduce our overall invest¬ 
ment in our German operations, paying particular 
attention to the sale of non-strategic real estate. 


U.S. Woolworth: Our Woolworth general mer¬ 
chandise store business in the United States pre¬ 
sents challenges and opportunities of a different 
nature. It is a $1.2 billion business with outstand¬ 
ing brand equity—we enjoy very high customer 
recognition. Our strategic study showed us that 
we significantly underperform in our market and 
pointed to the areas that we need to improve to 
bring our performance up to standard. During 
1995, we closed 13 stores. In addition, we have 
reduced inventories in U.S. Woolworth by about 
one-third, and have completed the installation of 
electronic point-of-sale systems that will enable 
us to more effectively control inventory, better 
monitor our sales, and help us develop and cap¬ 
ture the information to facilitate our change 
to a centralized buying structure for our U.S. 
Woolworth stores. 

We are building a new U.S. Woolworth manage¬ 
ment team, from the top dow n, that includes 
experienced retail executives from outside the 
Company to give us the skills needed to rebuild 
this operation. We are also paying closer attention 
to our stores’ appearance and working hard to 
improve in-store presentation—cleaning up our 
stores and keeping our shelves better stocked 
with the merchandise that our customers want. 

In addition, our U.S. Woolworth team is in the 
process of rolling out a new merchandise strategy. 
By the end of this summer, we expect to be up 
and running with a pilot program involving sev¬ 
eral prototype stores with new core merchandise 
departments and replanned merchandise adjacen¬ 
cies. We expect that renewed attention to mer¬ 
chandise mix and expense control will enable us 
to lower many of our prices to be more compet¬ 
itive, and that our cleaner stores with fresher mer¬ 
chandise will be more inviting to our customers. 
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Canada: Our Canadian business is $900 million 
and growing. Although we have a number of 
small specialty concepts, our most significant 
opportunities for growth are in the expansion and 
development of our Northern Group of apparel 
concepts. We have a fine management team 
already in place which has had notable success in 
developing this well-positioned merchandise 
concept with strong product sourcing capabilities. 
The four formats that make up the Northern 
Group consist of nearly 700 stores in the United 
States and Canada. We will continue to grow this 
concept aggressively. During 1995, we opened 
80 new stores in the Northern Group. We expect 
that the growth in the Northern Reflections 
womens casual apparel chain will be largely in 
the United States, since Northern Reflections 
stores are already in nearly every important mall 
in Canada. Growth in both countries is planned 
for the Northern Getaway children s apparel 
chain. The newest Northern concept is Northern 
Elements, which carries the same type of casual 
moderately priced clothing for men. Its growth 
will center on Canada until we have the optimal 
number of stores in that market, then we will 
explore opportunities to bring this concept to the 
United States. We plan to follow this same pattern 
with the Northern Traditions format, devoted to 
womens career apparel. 

This year in Canada we closed the Karuba and 
Canary Island specialty apparel formats and 
converted 50 of those locations to stores in the 
Northern Group. We plan to continue to review 
other formats in Canada, retaining only those 
that are most productive. 


Other: We have a number of other businesses 
in our portfolio that we are working on so they 
will be able to deliver the returns that we require. 
For example, our Kinney shoe stores have been 
dow nsized dramatically over the past several 
years, but it Ls only now that we are strategically 
repositioning this chain to emphasize the female 
customer w r ho is looking primarily for fashion 
product. Our new management at Kinney has 
developed a prototype store which has shown 
good customer acceptance, and is being further 
refined before being rolled out. 

We have made good progress in rebuilding our 
Aiter Thoughts jewelry stores: We have reduced 
inventories by 47 percent and, under the leader¬ 
ship of new management, we have developed a 
clearer understanding of our customer. We have 
created new, fresh and exciting merchandise, and 
more effective in-store layouts through w'hich to 
present that merchandise. 

We also have changed our management at our 
Australian operations, and we have restructured 
that business as well. 

During 1995, we closed 590 stores among these 
various businesses. We will continue to introduce 
changes and make improvements throughout our 
remaining formats, while at the same time, we 
will accelerate the disposition of non-strategic 
businesses and properties. 
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CORPORATE INITIATIVES 

A critical component of analyzing and bench¬ 
marking each of our businesses is the building 
of stronger support for our operations. In 1995, 
we instituted new, more rigorous strategic and 
merchandise planning processes with clear 
quantitative and qualitative standards. We have 
been consistent about applying the discipline of 
these processes to our corporate functions as 
well as to each of our operating businesses. 

As part of our strategic plan, we formulated a 
series of corporate initiatives based on findings 
from our strategic study about our operations. 
The initiatives are managed at the corporate 
level, and are directed at all of our operating 
businesses as well as our corporate functions. It 
is an important advantage to be able to manage 
these initiatives through our corporate structure: 
We oversee and monitor the implementation of 
the initiatives centrally, accommodating variations 
among operations while, at the same time, ensur¬ 
ing that the focus of the initiatives remains strong 
within each. The progress we’ve made during 
1995 has been shaped by those initiatives, which 
we will continue to implement as we go forward 
with our strategic plan. 

Expense Management: Our strategic study 
and benchmarking exercises revealed that we 
have been burdened by a cost structure that was 
very high, and which, too often, made us 
uncompetitive. In 1995, we began the process of 
reducing costs by implementing a cost-reduction 
program, through which we were able to save in 
excess of $100 million, by reducing staffing lev¬ 
els, occupancy costs, and overhead—at both the 
corporate and divisional levels. 


Over the next three years, we have targeted an 
additional $300 million of savings through a variety 
of programs: Our corporate initiatives will create a 
more efficient and cost-effective infrastructure, 
and reductions in overhead at both the corporate 
and operating division levels will also bring 
down expenses. 

Inventory Management: Our study also 
showed that we carried too much inventor)' and 
flowed it unevenly from month to month, leav¬ 
ing us with too much merchandise—a lot of it 
aged—in our stores and distribution centers. Our 
tactical response was to create and implement an 
aggressive inventory management program to 
reduce and refocus our inventory, which required 
that we take additional markdowns during 1995 
to clear out unwanted merchandise. The effect of 
this program was reflected in our 1995 operating 
margins. During 1995 we also developed system¬ 
atic and disciplined methods of merchandise 
planning, which will help us to control how 
much inventory we put in our stores, and enable 
us to monitor and liquidate slow-moving and 
aged merchandise. 

We made great strides in the management of 
our inventories. By the end of 1995 we lowered 
inventories by $258 million (at cost) worldwide, 
a reduction of 16 percent. This reduction will 
have a continuing beneficial effect because we 
will be ordering merchandise closer to the time 
that we actually need it: Going forward, our 
improved inventory flow will be more in line 
with expected monthly sales. The new 
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merchandise planning process we have in place 
will assure our compliance with this more appro¬ 
priate standard. 

Logistics and Distribution: Our logistics 
and distribution initiative will enable us to 
redesign the product flow to our stores, empha¬ 
sizing speed, efficiency and cost-effectiveness. 


bilides to optimize our product flow. This 
includes taking advantage of the efficiencies in 
combining product flow from vendors who ser¬ 
vice more than one of our formats. Ultimately, 
our goal is to be able to reduce costs by servicing 
mulriple formats within a given mall with a single 
delivery. We will condnue to review our needs 
for distribution center space in all of our opera¬ 
tions, and we will continue to consolidate space 
as appropriate. 


The progress wf/vf. made during 1995 has bee.n 

SHAPED BY OUR CORPORATE INITIATIVES. WHICH WE 

Wil l. CONTINUE TO IMPLEMENT AS WE GQ FQILW.AILH 

WITH OUR NEW STRATEGIC PLAN. 


This initiative will operate in tandem with our 
inventory management initiative to help us put 
the right merchandise in our customers’ hands 
when they want it. 

During 1995, under new management leader¬ 
ship, we began the process of consolidating 
excess distribution center space. We announced 
the closing of 3 of our 10 United States distri¬ 
bution facilities, restructuring the way we distrib¬ 
ute merchandise to our U.S. Woolworth chain 
and stores in our Athletic Group. 


Real Estate: New senior management heading 
up our real estate function will lead our efforts 
to redirect our focus from new-store growth to 
optimizing the value of our existing properties. 

In conjunction with our initiative to improve the 
results of our unprofitable stores, we will focus 
our attention on strategic remodelings, reloca¬ 
tions and closings as appropriate, and we will 
direct our capital expenditures accordingly. 
Rather than negotiating or renegotiating by mall 
or by format, we will take advantage of our posi¬ 
tion as a substantial lessee of mall space. 


In the distribution center space that we retain, 
we plan to invest in the technology we need to 
support our distribution strategy. We also plan to 
operate the remaining distribution facilities for 
more hours during the week, to make the fullest, 
most efficient use of these facilities. We will work 
closely with our vendors to leverage their capa- 


In 1995, we received $110 million from the sale 
of non-strategic real estate. And, we completed 
the sales of two previously identified businesses. 
Little Folk/Kids Mart and The Rx Place. We 
also closed two chains in Canada—Karuba and 
Canary Island—and selectively used the real 
estate that remained to open stores in the suc¬ 
cessful Northern Group. In 1995, through 
sale or closure, we reduced the total number of 
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underperforming stores by 724. while opening 
273 new stores, principally in the Athletic Group 
and the Northern Group. Early in 1996, we 
exited from the drug store business and 
announced the closing of the 20-store Rx Place 
Drug Mart chain. For 1996. we plan to acceler¬ 
ate our disposition of non-strategic real estate, 
including non-store properties. 

Loss Stores: In the past, the Wool worth 
Corporation has opened up a large number of 
new stores each year. Yet, too many of our stores 
are today not producing an acceptable level of 
profit. We have responded to this by disposing of 
unprofitable chains and by limiting our new- 
store growth to those formats where there is a 
proven record of profit. To help bring loss stores 
into the profit column, we have developed spe¬ 
cial operating improvement programs which 
focus on reducing payroll, expense control, 
remerchandising and/or renegotiating leases. 

In addition, we see opportunities to reconfigure 
existing layouts—readjusting the relationship 
between selling and storage space—to make 
more productive use of the space we have. 

Information Systems: We have identified the 
need to work on redesigning the architecture of 
our information systems to support, in the most 
cost-effective way, our individual operating busi¬ 
nesses as well as our corporate initiatives and 
merchandise planning efforts. Under new infor¬ 
mation systems management, we are working on 
developing common approaches to information 
systems challenges faced by all our operating 
divisions. We have just completed the installa¬ 
tion of point-of-sale equipment in our U.S. 
Woolworth stores, and are working on how we 
can best use this new equipment to drive our 


business. We are also focusing on using technol¬ 
ogy already in place in other operations to drive 
our other businesses as well. We do not anticipate 
that major investment will be required to enable 
us to address our information systems challenges. 

Human Resources: This initiative has at its 
core the objective of building a first-class human 
resources system throughout our Company. To 
accomplish this, we have new human resources 
management to lead us in rebuilding basic 
processes Company-wide: instituting and improv¬ 
ing regular performance reviews and organiza¬ 
tional development programs, including training, 
succession planning and recruiting. 

We have reexamined our compensation system 
and have implemented a new program that ties 
pay more closely to individual performance as 
well as to Company stock appreciation, in order 
to more closely link the interests of our associ¬ 
ates and our shareholders. We will continue to 
de-layer our organization, to make our Company 
more nimble and better able to respond to the 
challenges we face. 

Board of Directors: There have also been 
exciting changes in our Board of Directors. 
During 1995. we added two new members: 
Christopher A. Sinclair, Chairman and Chief 
Executive Officer of the Pepsi-Cola Company, 
a division of PepsiCo Inc., joined our Board, 
providing expen guidance on all aspects of our 
business, especially our international operations. 
Purdy Crawford, Chairman of Imasco Limited, 
a major Canadian conglomerate, also joined our 
Board, adding his insights gained at the helm of 
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that multi-operation international business. We 
have a knowledgeable and involved Board, and 
we continue to be interested in adding members 
whose skills and experience can add value to our 
businesses. 

We also reviewed and updated the way our Board 
is compensated, and, to more effectively align 
Board members’ interests with those of our 
shareholders, we installed a new compensation 
structure that provides a heavier emphasis on the 
Company’s stock. 

We thank the Board for its support, and we want 
to take this opportunity to acknowledge the spe¬ 
cial contribution of retiring Board member Jack 
Adams, whose leadership, especially during the 
difficult 1994 period when he served as the 
Company’s Chairman, was important in assuring 
the future of the Company. We thank Jack for all 
he has done throughout his nearly 15 years 
of service. 

LOOKING FORWARD TO THE FUTURE 

The strategic plan and corporate initiatives that 
we have described underlie our approach to 
rebuilding the Woolworth Corporation and 
unlocking value for its shareholders. This 
approach relies on a clear vision of the future 
of our Company, and the format-by-format 
implementation of that vision through the 
corporate initiatives. 

The development of this approach and the other 
significant accomplishments of the past year were 
facilitated by the firm and enthusiastic support of 


our Board of Directors. We stand together with 
the Board in sharing a strong commitment to 
rebuilding the Woolworth Corporation. 

In last year’s annual report we spoke frankly about 
the necessity for changes to be made in order to 
rebuild our Company. And, as a result of hard 
work and determination, we can point to a num¬ 
ber of substantial and positive changes we have 
made over this past year which have advanced us 
towards that goal. 

While the challenges that face us are formi¬ 
dable, the opportunities they present are 
enormous. We have already made solid and 
measurable progress during 1995, and expect 
to continue to move ahead with our strategic 
plan until we attain our objective of rebuilding 
the Woolworth Corporation into a world- 
class retailer. 

During 1995, we have accomplished much in 
a short time, and we are exhilarated by our 
accomplishments and excited about our future. 
We have a fine team, a strong and positive plan 
and the resources and the fortitude with which to 
implement it. The changes we made throughout 
1995 have enabled us to see what is possible for 
our Company. We thank our associates and 
our shareholders for their support for our vision 
of the future that we have planned for the 
Woolworth Corporation. 



ROGER N. FARAH 

Chairman of the Board 
and Chief Executive Officer 


tfltdi, St. 

DALE W. HILPERT 

President and 

Chief Operating Officer 


April 10, 1996 
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Management’s Discussion and Analysis of Financial Condition and 
Results of Operations 


A summary of sales by segment is as follows: 


(in millions) 

1995 

1994 

1993 

Special ty 

$ 5,099 

$ 4,896 

$ 4,629 

General Merchandise 

3,125 

2,998 

3,407 

Operations sold 

— 

344 

1,522 


$ 8,224 

$ 8.238 

$ 9,558 


A summary of operating results (before corporate expense, 
interest and income taxes) by segment is as follows: 


(in millions) 

1995 

1994 

1993 

Specialty: 

Operating results before non¬ 
recurring items 

S 287 

$261 

S 136 

Charge for SFAS No. 121 

(123) 

— 

— 

Net gain on sales of real estate 

— 

— 

(7) 

Operations sold 

(30) 

(21) 

— 

Repositioning charge 

— 

— 

(155) 


$ 134 

$240 

$ (26) 


General Merchandise: 

Operating results before non- 


recurring items 

S (91) 

$ 23 

$(121) 

Charge for SFAS No. 121 

(118) 

— 

— 

Net gain on sales of real estate 

34 

41 

65 

Provision for disposition of Woolco 

— 

(30) 

(168) 

Repositioning charge 

— 

— 

(403) 


S (175) 

$ 34 

$(627) 


Total Company: 

Operating results before non- 


recurring items 

S 196 

$284 

$ 15 

Charge for SFAS No. 121 

(241) 

— 

— 

Net gain on sales of real estate 

34 

41 

58 

Operations sold 

(30) 

(21) 

— 

Provision for disposition of Woolco 

— 

(30) 

(168) 

Repositioning charge 

— 

— 

(558) 


S (41) 

$274 

$ (653) 


Sales 

Total sales of $8.2 billion in 1995 were comparable with the 
prior year. Excluding the impact of disposed operations and 
the positive impact of foreign currency fluctuations, sales 
increased by 2.0 percent. Comparable-store sales increased by 
1.7 percent in 1995. Operations sold in early 1995 were 
comprised of two small non-strategic specialty chains: the 
Kids Mart/Little Folks children’s wear business and 
The Rx Place drug stores. 

Sales of $8.2 billion in 1994 decreased $1.3 billion, or 13.8 
percent compared to 1993. This decrease resulted from the 
closure of approximately 970 stores related to the reposition¬ 
ing program implemented in 1993, and from the sale of 122 
Woolco stores in Canada in the same year. 

Operating Results 

The Company reported 1995 operating profit of $196 million 
before non-recurring items including a non-cash pre-tax 
charge of $241 million arising from the adoption of Statement 
of Financial Accounting Standards No. 121, “Accounting for 
the Impairment of Long-Lived Assets and for Long-Lived 
Assets to Be Disposed Of’ (“SFAS No. 121’’). Operating 
results for 1995 were negatively impacted by the Company’s 
inventory improvement program. Markdowns were 34.8 
percent higher than the prior year. As a result of aggressive 
inventor)' initiatives, the Company is starting 1996 with 
merchandise that is newer and more attractive to customers. 
Operating results also include net gains on the sales of real 
estate and losses on disposals of operations. 

Operating profit for 1994 was $274 million compared to 
an operating loss of $653 million in 1993. The 1994 operat¬ 
ing results improved primarily due to the 1993 repositioning, 
the sale of Woolco and reduced markdown activity in 1994. 
The 1993 operating loss included a $558 million reposition¬ 
ing charge and a $168 million provision for the Woolco 
disposition. Results of the stores included in the 1993 
repositioning program and Woolco have been excluded from 
results of operations since the respective announcement dates. 
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SEGMENTS 

The Company’s stores are categorized into two segments: Specialty and General Merchandise. The Specialty segment includes: 
the Athletic Group, Specialty Footwear, Other Specialty, and the Northern Group. The General Merchandise segment 
includes operations in: Germany, United States, and “Other” countries. 


SPECIALTY SEGMENT: 
Athletic Group 


($ in millions) 

1995 

1994 

1993 

Sales 

$ 3,424 

$3,212 

$ 3,049 

Operating profit before 
non-recurring items 

S 305 

$ 211 

$ 127 

Charge for SFAS No. 121 

(28) 

— 

— 

Operating profit 

$ 277 

$ 211 

$ 127 

Sales as a percentage of 
consolidated total 

42% 

39% 

329 

Number of stores at year end 

3,367 

3,389 

3,315 

Selling area (million sq. feet) 

6.26 

5.96 

5.74 


The Athletic Group is comprised of the Foot Locker family 
of businesses including: Foot Locker, Lady Foot Locker, Kids 
Foot Locker and World Foot Locker, as well as Champs 
Sports, Going to the Game! and Athletic X-Press. The 
Athletic Group is the United States athletic footwear market 
leader, specializing in the sale of high-performance athletic 
footwear, apparel and other sporting goods. Sales in 1995 
reflect the continuing success of the Foot Locker concept. 

In 1995, the Athletic Group reported record sales. Global 
sales increased 6.6 percent, and operating profit before 
non-recurring items increased 44.5 percent. Every business 
reported improved results, with a strong performance 
turned in by Foot Locker operations in Europe, with com¬ 
parable-store gains of 17.4 percent. Significantly higher 
markdowns in the Athletic Group in 1995 to clear aged 
merchandise and better inventory management have 
reduced inventor)* levels by approximately 11 percent. 
Operating profits benefited from successful cost reduction 
programs, but were partially offset by a $28 million charge 
for the adoption ofSFAS No. 121. 

Sales for 1994 increased by $163 million, or 5.3 percent, 
primarily as a result of new store openings by Foot Locker 
Europe, Champs Sports and World Foot Locker. Sales from 
Foot Locker operations in Europe showed increases from 
store openings as well as an 18 percent increase in compara¬ 
ble-store sales. 

Operating profit was $211 million in 1994 compared to 
$127 million in 1993. This was primarily due to the closure 
of underperforming stores and reduced markdown activity. 


Specialty Footwear 


(S in millions) 

1995 

1994 

1993 

Sales 

$ 729 

$ 763 

$ 861 

Operating profit (loss) before 
non-recurring items 

S (18) 

$ 33 

S 2 

Charge for SFAS No. 121 

(43) 

— 

— 

Net gain on sales of real estate 

— 

— 

(7) 

Repositioning charge 

— 

— 

(145) 

Operating profit (loss) 

S (61) 

$ 33 

$ (150) 

Sales as a percentage of 
consolidated total 

9% 

9% 

9°/, 

Number of stores at year end 

1,382 

1,440 

1.448 

Selling area (million sq. feet) 

2.66 

2.70 

2.76 


The Specialty Footwear group includes formats in the United 
States, Canada, Germany and Australia, the largest of which is 
the Kinney shoe stores chain. Specialty Footwear produced 
lower than anticipated results in 1995. Total sales decreased 
by 4.5 percent. Sales declines were experienced by Kinney as 
a result of the closing of 35 stores. This was offset by 
increased sales in the Canadian leased shoe departments in 
Wal-Mart stores. 

Significantly higher markdowns were taken in 1995, lower¬ 
ing inventory levels and clearing stores of aged and discontin¬ 
ued merchandise for new product assortments in 1996. 
Operating results for 1995 were also negatively impacted by a 
$43 million charge to operations attributable to the adoption 
ofSFAS No. 121. 

Sales in 1994 decreased by 11.4 percent compared to 1993, 
due to the closing of 300 Kinney and Footquarters stores as 
part of the repositioning program. 

Operating profit was $33 million in 1994, compared to a 
loss of $150 million in 1993. The 1993 results included a $145 
million repositioning charge to close underperforming stores. 
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Other Specialty 


(S in millions) 

1995 

1994 

1993 

Sales 

$ 579 

S 601 

S 466 

Operations sold 

— 

344 

336 

Total Sales 

$ 579 

s 945 

$ 802 

Operating loss 

before non-recurring items 

S (38) 

$ (21) 

$ ( 10 ) 

Charge for SFAS No. 121 

(46) 

— 

— 

Operations sold 

( 30 ) 

(21) 

— 

Repositioning charge 

— 

— 

(8) 

Operating loss 

s (114) 

S ( 42 ) 

S (IS) 

Sales as a percentage of 
consolidated total 

7% 

12% 

8% 

Number of stores at year end 

1,715 

2.151 

2,113 

Selling area (million sq. feet) 

1.74 

3.15 

3.12 


This group consists of non-footwear specialty chains in the 
United States and abroad, including After Thoughts, Accessory 
Lady, The San Francisco Music Box Company and The Best 
of Times. After Thoughts and Accessory Lady stores offer 
moderately priced costume jewelry and accessories. The San 
Francisco Music Box Company chain features music boxes 
and giftware. The Best of Times stores carry a large assortment 
of watches and clocks. 

The decline in 1995 sales was mainly attributable to a 
reduction of 493 stores, of which 357 were businesses sold 
and 136 were other underperforming stores. In Canada, 
the Karuba women’s apparel business and the Canary Island 
men’s apparel business were discontinued. The majority of the 
Canary Island stores were subsequendv converted to Northern 
Elements stores. In addition, the Company’s U.S. costume 
jewelry business sales fell by 10.6 percent. This was partially 
due to significant inventory markdowns that were taken to 
clear the stores of aged merchandise. Comparable-store sales 
were negatively impacted during the same period. 

Operating results for 1995 included a charge of $46 million 
for the adoption of SFAS No. 121. Operating loss increased in 
1995 due to lower comparable-store sides, declines in gross mar¬ 
gins from the heightened promotional activity in our costume 
jewelry businesses and the costs associated with store closures. 

The 1994 sales increase of 17.8 percent was primarily due 
to the creation of the Weekend Edition chain specializing in 
women’s casual wear and the inclusion of a full year’s result 
for Accessory Lady, which was acquired in late 1993. 

The 1994 operating loss of $42 million reflects declines 
in our costume jewelry businesses and a provision for the loss 
on disposal of the Kids Mart/Little Folks and The Rx Place 
businesses. 


Northern Group 


(S in millions) 

1995 

1994 

1993 

Sales 

S 367 

$ 32n 

S 253 

Operating profit before 
non-recurring items 

S 38 

S 38 

S 17 

Charge for SFAS No. 121 

(6) 

— 

— 

Repositioning charge 

— 

— 

(2) 

Operating profit 

S 32 

S 38 

S 15 

Sales as a percentage of 
consolidated total 

4% 

4% 

3% 

Number of stores at year end 

692 

622 

560 

Selling area (million sq. feet) 

1.19 

1.04 

.94 


The Northern Group consists of Northern Reflections and 
Northern Traditions offering women’s casual and career 
apparel; Northern Getaway, offering children’s casual apparel; 
and Northern Elements, offering men’s casual apparel. 

Sales for 1995 increased by 14.7 percent, as a result of open¬ 
ing new stores together with a slight increase in comparable- 
store sales. Of the 692 Northern Group stores, 327 are located 
in the United States and 365 in Canada. 

Operating profit for the year, prior to the accounting charge 
relating to SFAS No. 121, reflected increased markdowns and 
expenses which offset the sales improvement. 

During 1994, the Northern Group increased sales by 26.5 
percent over 1993. Comparable-store sales growth was 10.7 
percent with 71 new stores contributing the balance of the 
sales growth. 

Operating profit for 1994 before non-recurring items 
increased by $21 million as a result of new product introduc¬ 
tions and an improvement in the Canadian retail economy. 
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GENERAL MERCHANDISE SEGMENT: 

Woolworth is the principal general merchandise format in 
Germany, the United States, and Mexico. The Bargain! Shop 
chain is the Canadian general merchandise format. 

Germany 


(S in millions) 

1995 

1994 


1993 

Sales 

S 1,733 

$ 1,476 

S 1,526 

Operating profit (loss) before 
non-recurring items 

$ (30) 

$ (16) 

$ 

47 

Charge for SFAS No. 121 

(57) 

— 


— 

Net gain on sales of real estate 

6 

37 


46 

Operating profit (loss) 

S (81) 

$ 21 

$ 

93 

Sales as a percentage of 
consolidated total 

21 % 

18% 


16*J 

Number of stores at year end 

368 

353 


354 

Selling area (million sq. feet) 

4.71 

4.43 


4.45 


Excluding the positive impact of a stronger German mark 
relative to the U.S. dollar, general merchandise sales increased 
4.3 percent primarily as a result of adding new stores. Results 
for 1995 were below expectations partially due to continuing 
unfavorable economic trends, including high unemployment 
levels and a poor retail environment. Additionally, Germany’s 
solidarity tax surcharge, introduced in early 1995, had a nega¬ 
tive impact on already depressed consumer spending. 

German general merchandise stores reported an operating 
loss of $81 million in 1995, which included an operating loss of 
$ 18 million from the Austrian department stores acquired ear¬ 
lier this year. Results from operations aLso included a charge of 
$57 million to adopt SFAS No. 121. 

In 1994, comparable-store sales declined 5.8 percent, a 
lower decline however, than that experienced by the 
Company's competitors in the department store segment. 
Offsetting 1994 poor results were net gains on sales of real 
estate and marketable securities of $37 million and S8 million, 
respectively. 


United States 


($ in millions) 

1995 

1994 


1993 

Sales 

$ 1,150 

S 1,240 

$ 1.635 

Operating profit (loss) before 
non-recurring items 

$ (58) 

$ 33 

S 

(116) 

Charge for SFAS No. 121 

(25) 

— 


— 

Net gain on sales of real estate 

28 

4 


19 

Repositioning charge 

— 

— 


(328) 

Operating profit (loss) 

S (55) 

$ 37 

$ 

(425) 

Sales as a percentage of 
consolidated total 

14% 

15% 


\TA 

Number of stores at year end 

437 

448 


456 

Selling area (million sq. feet) 

7.41 

7.62 


7.76 


Sales for 1995 U.S. general merchandise stores decreased 7.3 
percent and comparable-store sales declined 5.2 percent. 
Factors contributing to this decline were a difficult retail 
environment and store closings. 

A significantly higher amount of markdowns were taken in 
1995 to eliminate discontinued merchandise and reduce aged 
inventory. Year-end inventory levels were approximately 21 
percent lower than the prior year. A new merchandising strat¬ 
egy is being implemented to provide higher quality branded 
merchandise in 1996. Results from operations also included a 
charge of $25 million for the adoption of SFAS No. 121. 

The primary reason for the decrease in U.S. general mer¬ 
chandise sales for 1994, was the disposition or closure of 
more than 400 stores that were included in the 1993 reposi¬ 
tioning program. Excluding 1993 sales of approximately $300 
million from those stores, sales decreased 7.1 percent, reflect¬ 
ing higher promotional activity in 1993. 

The 1994 U.S. general merchandise operating results were 
negatively impacted by competitive pressures in the retail 
industry, which affected both sales and profit margins. Results 
in 1993 included losses from stores in the repositioning pro¬ 
gram as well as a $49 million provision for workers’ compen¬ 
sation and general liability costs. 

Operating results included a LIFO charge of $5 million in 
1995, and a LIFO credit of $8 million and S4 million in 1994 
and 1993, respectively. 
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NON-RECURRING ITEMS 


Other 


ff in miUicms) 

1995 

1994 

1993 

Sales 

$ 242 

$282 

$ 246 

Operations sold 

— 

— 

1,186 

Total Sales 

$242 

$282 

$ 1,432 

Operating profit (loss) before 
non-recurring items 

S (3) 

$ 6 

S (52) 

Charge for SFAS No. 1 21 

(36) 

— 

— 

Provision for disposition of Woolco 

— 

(30) 

(168) 

Repositioning charge 

— 

— 

(75) 

Operating loss 

S (39) 

s (24) 

$ (295) 

Sales as a percentage of 
consolidated total 

3% 

3% 

15% 

Number of stores at year end 

217 

226 

122 

Selling area (million sq. feet) 

3.39 

3.50 

1.70 


This group includes The Bargain! Shop stores in Canada and 
Woolworth stores in Mexico. Sales in 1995 decreased by 14.2 
percent. The increase in Canadian general merchandise sales 
was more than offset by the reduction in Mexican sales arising 
from lower exchange rates, following the peso devaluation. 
1995 operating results were negatively impacted by higher 
promotional markdowns. Operating losses also reflect a 
charge of $36 million due to the adoption ofSFAS No. 121. 

The 1994 Canadian general merchandise sales were signifi- 
candy reduced after the sale of Woolco stores and store clos¬ 
ings related to the repositioning program. The 1993 Canadian 
general merchandise sales included approximately SI.2 billion 
from Woolco stores and SI00 million from stores included 
in the repositioning program. 

The 1994 operating results before non-recurring items 
were a $6 million profit compared to a loss of S52 million in 
1993. The 1993 operating results included an operating loss 
of $57 million related to the Woolco stores. 


Adoption of Statement of Financial Accounting 
Standards No. 121 (“SFAS No. 121”) 

The Company adopted SFAS No. 121 in 1995 and recorded 
a non-cash pre-tax impairment loss on long-lived assets of 
S241 million. See page 18 for further discussion. 

Disposition of Woolco 

In 1994, the Company completed the sale of 122 Woolco 
discount department stores in Canada. In connection with the 
disposition, the Company recorded pre-tax charges of SI 68 
million in 1993 and $30 million in 1994. The major compo¬ 
nents of the 1993 charge were estimated asset and inventory 
write-downs of $65 million, severance and other personnel 
costs of $30 million and a foreign currency translation loss of 
S48 million which had previously been recorded in the trans¬ 
lation adjustment account in shareholders’ equity. The $30 
million charge recorded in 1994 was provided for additional 
asset and inventory write-downs. Although the Company has 
not yet reached a final settlement regarding the Woolco sale 
transaction, management believes that any final adjustment of 
the selling price will not be significant. 

1993 Repositioning Charge 

In October 1993, the Company recorded a pre-tax reposi¬ 
tioning charge of S558 million ($347 million on an after-tax 
basis) to cover the costs of closing or converting to other for¬ 
mats approximately 970 underperforming stores in North 
America. In the United States, the Company closed approxi¬ 
mately 400 Woolworth general merchandise stores and 300 
Kinney and Footquarters shoe stores. I 11 Canada, the Company 
closed approximately 130 general merchandise and 110 spe¬ 
cialty stores. In addition, 30 of the Canadian specialty stores 
were converted to other formats, primarily within the 
Northern Group. Results of stores included in the reposition¬ 
ing program have been excluded from results of operations 
since the announcement date in October 1993. These stores 
generated approximately $490 million in sales and recorded 
approximately $50 million in operating losses during the first 
eight months of 1993. 

Approximately 175 of the 970 stores included in this pro¬ 
gram have been converted to other formats. Many of the 
remaining leases have expired or have been canceled, leaving 
a liability related to 237 leases. The aggregate remaining 
reserve balance of $147 million is expected to be adequate to 
absorb all remaining liabilities, which consist primarily of 
long-term lease obligations and related occupancy costs. This 
liability will be funded over the next several years. 
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COSTS AND EXPENSES 
Corporate Expense 

Corporate expense was $73 million in 1995, $71 million in 
1994 and $66 million in 1993. The 1995 expense reflects 
severance and other costs related to the consolidation of two 
major accounting centers, the closing of three distribution 
centers and other corporate reorganization costs. The 1994 
corporate expense included severance costs. Special 
Committee of the Board of Directors investigation fees, costs 
to consolidate accounting centers and other non-recurring 
items. The 1993 corporate expense included $15 million for 
the write-down of goodwill. 

Interest Expense 


(S in millions) 

1995 

1994 

1993 

Interest expense, net 

$ 119 

$ 107 

S 79 

Weighted-average interest rate 

Short-term debt 

during the year: 

9.2% 

6 .1% 

3.4% 

Long-term debt 

8 . 1 % 

7.3% 

6 .6% 

Total debt 

8 . 8 % 

6.3% 

4.1% 

Short-term debt outstanding during the year: 
High S 1,043 

$ 1,478 

$ 1,671 

Weighted-average 

$ 804 

$ 1,081 

$ 1,295 


In 1995, interest expense increased due to higher weighted- 
average borrowing costs, which included the cost of refinanc¬ 
ing debt, partially offset by lower borrowing levels. 

Interest expense increased in 1994 primarily due to higher 
weighted-average interest rates compared to 1993. 

In 1995, the Company successfully reduced total debt levels 
by $475 million and short-term debt by $784 million. Addition¬ 
ally, a new revolving credit agreement was negotiated early in 
the year. 

In 1994, average short-term debt decreased. This was 
mainly due to the receipt of proceeds from disposition of 
Woolco operations in Canada and the related elimination of 
working capital requirements for the approximately 1,100 
stores closed in connection with the Woolco disposition and 
the repositioning program. These decreases were partially off¬ 
set by a change in the timing of payments to suppliers, pay¬ 
ment of restructuring costs, and lower capital expenditures 
and dividends. 


LIQUIDITY AND CAPITAL RESOURCES 
Cash Flow 

Cash provided from operating activities, funds available under 
revolving credit facilities and long-term financing, provided the 
resources needed to support operations, store openings, sea¬ 
sonal working capital requirements, and capital expenditures. 

Net cash provided by operating activities in 1995 reflects 
the positive impact of the Company’s inventory and cost- 
reduction programs. The cost-reduction program produced 
pre-tax savings in excess of $100 million through reduced 
compensation and benefits, advertising and marketing, and 
other administrative expenses. 

Cash used in 1995 investing activities reflects capital 
expenditures and additional European investments, partially 
offset by cash proceeds from the sale of assets. In 1995, the 
net cash used in financing activities reflects the pay down of 
debt and the elimination of the common stock dividend. 

The 1994 net use of cash reflects a change in the timing of 
payments to suppliers, and funding of the Company’s restruc¬ 
turing reserves. Proceeds from the sale of Woolco offset by 
capital expenditures provided $ 163 million of cash from 
investing activities in 1994. Short-term debt increases in 1994 
and 1993 were used to supplement cash provided by operat¬ 
ing activities. 

Cash provided by operating activities in 1995 was adequate 
to fund investing activities. However, in 1994 and 1993, cash 
provided by operating activities was not adequate to fund 
investing activities and shareholder dividends. 

Planned capital expenditures for 1996 are approximately 
$ 148 million, of which $83 million relates to new stores and 
remodeling of existing stores. 
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Capital Structure 

During 1995, one of the Company's objectives was to 
strengthen its overall financial position. The Company was 
able to reduce short-term debt by lowering inventory levels 
and issuing longer-term debt. Reduced capital expenditures, 
the elimination of the dividend on common stock, the sale of 
non-strategic property*, and the cost-reduction program, were 
other factors contributing to reduced short-term debt levels. 
Short-term debt decreased by $784 million compared to the 
prior year. 

The Company also negotiated a revolving credit agreement 
to provide $1.5 billion of credit lines. The $1.5 billion credit 
agreement included a $1.0 billion three-year facility and an 
additional $500 million facility for the first year of the agree¬ 
ment. During 1995, the one-year agreement was reduced by 
$300 million in accordance with the agreement and the 
remaining $200 million facility* is available through April 
1996. Management believes that the Company’s existing 
credit facilities and cash provided by operations will be ade¬ 
quate to finance its working capital requirements, fund 
restructuring reserves, and support the development of the 
Company’s longer-term strategies. 

At January 27, 1996, $69 million of short-term debt was 
outstanding from loans outside of the revolving credit agree¬ 
ment, leaving the $1.2 billion of available credit facilities. In 
addition, the Company had $286 million of short-term credit 
facilities available for its international operations. 

The Company has a registration statement filed with the 
Securities and Exchange Commission which allows for the 
additional issuance of up to $360 million of debt securities 
and warrants to purchase debt securities. Depending on 
market conditions, additional long-term financing may 
be utilized. 

For purposes of calculating debt to total capitalization, the 
Company includes the present value of operating lease com¬ 
mitments. These commitments are the primary financing 
vehicle used to fund store expansion. The following table sets 
forth the components of the Company’s capitalization, both 
with and without the present value of operating leases: 


(S in mill ions) 

1995 

1994 

Short-term debt 

$ 69 

$ 853 

Long-term debt and 
capital lease obligations 

644 

335 

Present value of 
operating leases 

2,136 

2,166 

Total debt 

S 2,849 

S 3,354 

Shareholders' equity 

1,229 

1,358 

Total capitalization 

$ 4,078 

S 4.712 

Debt capitalization percent 

70% 

719 

Debt capitalization percent without 
present value of operating leases 

37% 

479 


At January* 27, 1996, total debt as a percentage of total capital¬ 
ization decreased to 70 percent from 71 percent a year earlier. 
Total debt (including the present value of operating leases) 
decreased by $505 million in 1995. Shareholders’ equity 
decreased due to the net loss of $164 million, offset in part by 
equity credit adjustments of $52 million related to foreign 
currency translation. 

Management’s objective is to reduce its ratio of debt to 
capitalization. However, no assurances can be given that this 
objective will be achieved. 

Strategic Plan 

During 1995, the Company started to implement its new 
strategic plan which is expected to lead to improved earnings 
and cash flow. The plan is based upon accelerating growth in 
businesses where the Company is a strong performer, fixing 
businesses that do not work, and disposing of businesses that 
do not provide a return on investment that exceeds the 
Company’s cost of capital. 

A number of Company-wide initiatives are also being imple¬ 
mented, including programs to reduce costs, lower inventory 
levels, improve product flow and optimize the utilization of 
real estate. Subsequent to year end, the Company announced its 
plans to close the 20-store Rx Place Drug Mart chain. 


Credit Ratings 

The Company’s debt credit ratings follow: 



1996 

1995 

Commercial Paper 



Standard & Poors 

A-3 

A-2 

Moody’s Investors Service 

P3 

P2 

Duff' & Phelps 

Duff 3 

Duff 1- 

Long-Term Debt 



Standard & Poor’s 

BBB- 

BBB+ 

Moody’s Investors Service 

Baa2 

Baal 

Duff & Phelps 

BBB- 

BBB+ 


Lower credit ratings have increased and will continue to impact 
the interest rate the Company pays on short-term debt. 
However, as debt ratios and higher investment-grade ratings 
are achieved, the Company will be better positioned to reduce 
financing costs and re-enter the commercial paper market. 
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IMPACT OF RECENTLY ISSUED ACCOUNTING STANDARDS 

In March 1995, the Financial Accounting Standards Board 
(“FASB”) issued SFAS No. 121, “Accounting for the 
Impairment of Long-Lived Assets and for Long-Lived Assets 
to Be Disposed Of,” which was adopted by the Company in 
the fourth quarter of 1995. The statement addresses when 
impairment losses on long-lived assets, certain intangible 
assets, and goodwill related to those assets should be recog¬ 
nized and how impairment losses should be measured. The 
Company recorded a pre-tax impairment loss of $241 mil¬ 
lion. However, there will be a favorable impact in the future 
from reduced depreciation and amortization of the assets 
written-down. The long-lived assets of underperforming busi¬ 
nesses within the General Merchandise, Specialty Footwear 
and Other Specialty segments were particularly affected. 

In October 1995, the FASB issued SFAS No. 123, 
“Accounting for Stock-Based Compensation,” which must 
be adopted by the Company in 1996. This statement allows 
companies to measure employee stock compensation plans 
based on the fair value method of accounting. However, the 
statement also permits the continued use of Accounting 
Principles Board (“APB”) Opinion No. 25, “Accounting for 
Stock Issued to Employees,” with disclosure only of the impact 
of SFAS No. 123. The Company plans to continue using the 
measurement principles of APB Opinion No. 25. 

SEASONALITY 

The Company’s retail businesses are highly seasonal in nature. 
Historically, the greatest proportion of sales and net income is 
generated in the fourth quarter and the lowest proportion of 
sales and net income is generated in the first quarter, reflect¬ 
ing seasonal buying patterns. 
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Consolidated Statement of Operations 


(in millions except per share amounts) 

1995 

1994 

1993 

Sales 

$ 8,224 

$ 8.238 

S 9,558 

Costs and Expenses 




Costs of sales 

5,735 

5,626 

6,747 

Selling, general and administrative expenses 

2,166 

2,201 

2,615 

Depreciation and amortization 

239 

233 

257 

Interest expense 

119 

107 

79 

Other income 

(43) 

(55) 

(68) 

Impairment of long-lived assets 

241 

— 

— 

Provision for disposition of Woolco 

— 

30 

168 

Repositioning charge 

— 

— 

558 


8,457 

8,142 

10,356 

Income (Loss) before Income Taxes 

(233) 

96 

(798) 

Income tax expense (benefit) 

(69) 

49 

(303) 

Net Income (Loss) 

S (164) 

$ 47 

S (495) 

Net Income (Loss) per Common Share 

S (1.23) 

S .36 

S (3.76) 


See Accompanying Note* to Consolidated Financial Statements on page* 24 to 35. 
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Consolidated Balance Sheet 


(in millions) 

1995 

1994 

ASSETS 



Current Assets 



Cash and cash equivalents 

$ 13 

$ 72 

Merchandise inventories 

1,364 

1,622 

Other current assets 

241 

347 


1,618 

2,041 

Property and Equipment, net 

1,225 

1,521 

Deferred Charges and Other Assets 

663 

583 


$ 3,506 

$ 4,145 

LIABILITIES AND SHAREHOLDERS’ EQUITY 



Current Liabilities 



Short-term debt 

$ 69 

$ 853 

Accounts payable 

321 

359 

Accrued liabilities 

426 

444 

Current portion of long-term debt and obligations under capital leases 

25 

26 


841 

1,682 

Long-Term Debt and Obligations under Capital Leases 

619 

309 

Deferred Taxes 

88 

100 

Other Liabilities 

729 

696 

Shareholders’ Equity 

1,229 

1,358 

Contingencies (Legal Proceedings) 




$ 3,506 

S 4,145 


See Accompanying Notes to Consolidated Financial Statements on pages 24 to 35. 
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Consolidated Statement of Changes in 

Shareholders’ Equity 





1995 


1994 

1993 

(sham in thousands, amounts in millions ) 

Shares 

Amount 

Shares 

Amount 

Shares 

Amount 

Preferred Stock 







$2.20 Series A Convertible Preferred, par value 
$1 per share, 7 million shares authorized 
Outstanding at beginning of year 

101 

$ — 

109 

S 1 

121 

$ 1 

Converted during year 

(4) 

— 

(8) 

(i) 

(12) 

— 

Outstanding at end of year 

97 

— 

101 

— 

109 

1 

Common Stock and Paid-in Capital 

Par value $.01 per share, 500 million 
shares authorized 

Issued at beginning of year 

132,505 

282 

131,926 

277 

131,396 

267 

Issued upon conversion of preferred shares 

21 

— 

47 

1 

67 

— 

Issued under employee stock plans 

525 

7 

532 

4 

463 

10 

Issued at end of year 

133,051 

289 

132,505 

282 

131,926 

277 

Common stock in Treasury at beginning of year 

— 

— 

(3) 

— 

(93) 

(3) 

Acquired at cost 

— 

— 

(200) 

(3) 

(5) 

— 

Reissued under employee stock plans/agreement 

— 

— 

3 

— 

95 

3 

Restricted stock 

— 

— 

200 

3 

— 

— 

Common stock in Treasury at end of year 

— 

— 

— 

— 

(3) 

— 

Amortization of stock issued under restricted stock 







option plan 

— 

1 

— 

— 

— 

— 

Common stock outstanding and paid-in capital 







at end of year 

133,051 

290 

132,505 

282 

131,923 

277 

Retained Earnings 

Balance at beginning of year 


1,055 


1,106 


1,755 

Net income (loss) 

Cash dividends declared: 


(164) 


47 


(495) 

Common stock 


— 


(98) 


(154) 

Preferred stock 


— 


— 


— 

Balance at end of year 


891 


1,055 


1,106 

Shareholders* Equity before Adjustments 


1,181 


1,337 


1,384 

Foreign Currency Translation Adjustment 

Balance at beginning of year 


31 


(4) 


39 

Effect of fluctuations in foreign currency translation rates 

52 


35 


(91) 

Write-off due to disposition of Woolco stores 


— 


— 


48 

Balance at end of year 


83 


31 


(4) 

Minimum Pension Liability Adjustment 

Balance at beginning of year 


(10) 


(31) 



Change during year 


(25) 


21 


(31) 

Balance at end of year 


(35) 


(10) 


(31) 

Total Shareholders’ Equity 


S 1,229 


$ 1,358 


$ 1,349 

See Accompanying Note* to Consolidated Financial Statements on pages 24 to 35. 
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Consolidated Statement of Cash Flows 

(in millions) 

1995 

1994 

1993 

From Operating Activities 

Net income (loss) 

S (164) 

S 47 

$ (495) 

Adjustments to reconcile net income (loss) to net cash provided by (used in) 
operating activities: 

Depreciation and amortization 

239 

233 

257 

Impairment of long-lived assets 

241 

— 

— 

Repositioning charge 

— 

— 

558 

Provision for disposition of Woolco 

— 

30 

168 

Change in deferred taxes 

(100) 

66 

(300) 

Gain on sales of real estate 

(34) 

(41) 

(58) 

Change in assets and liabilities, net of acquisitions: 

Change in merchandise inventories 

287 

(24) 

661 

Change in accounts payable 

(45) 

(506) 

(70) 

Change in repositioning/restructuring/Woolco reserves 

(63) 

(185) 

(188) 

Change in assets held for disposition 

— 

— 

(304) 

Other, net 

159 

40 

(124) 

Net cash provided by (used in) operating activities 

520 

(340) 

105 

From Investing Activities 

Proceeds from sales of real estate 

110 

5 

45 

Capital expenditures 

(167) 

(218) 

(359) 

Cost of acquisitions, net 

(10) 

— 

(19) 

Purchase of investments 

(64) 

— 

— 

Proceeds from sales of assets and investments 

33 

376 

— 

Net cash (used in) provided by investing activities 

(98) 

163 

(333) 

From Financing Activities 

(Decrease) increase in short-term debt 

(784) 

321 

369 

Issuance of long-term debt 

332 

— 

— 

Reduction in long-term debt 

(21) 

(33) 

(16) 

Reduction in capital lease obligations 

(6) 

(5) 

(7) 

Issuance of common stock 

7 

7 

13 

Purchase of treasury stock 

— 

(3) 

— 

Dividends paid 

(20) 

(116) 

(152) 

Net cash (used in) provided by financing activities 

(492) 

171 

207 

Effect of Exchange Rate Changes on Cash and Cash Equivalents 

11 

21 

29 

Net Change in Cash and Cash Equivalents 

(59) 

15 

8 

Cash and Cash Equivalents at Beginning of Year 

72 

57 

49 

Cash and Cash Equivalents at End of Year 

$ 13 

S 72 

S 57 

Cash Paid During the Year: 

Interest 

$ 108 

S 98 

$ 78 

Income taxes 

$ 23 

S 26 

S 100 

See Accompanying Notes to Consolidated Financial Statements on pages 24 to 35. 
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Management’s Report 


Independent Auditors’ Report 


The integrity and objectivity of the financial statements and other 
financial information presented in this annual report are the responsi¬ 
bility of management of the Company. The financial statements have 
been prepared in conformity with generally accepted accounting prin¬ 
ciples and necessarily include amounts based on best estimates and the 
judgment of management. 

The Company maintains internal accounting control systems and related 
policies and procedures, designed to provide reasonable assurance that 
assets are safeguarded, that transactions are executed in accordance with 
management’s authorization and are properly recorded, and that account¬ 
ing records may be relied upon for the preparation of financial statements 
and other financial information. The design, monitoring and revision of 
internal accounting control systems involve, among other things, man¬ 
agement’s judgment with respect to the relative costs and expected bene¬ 
fits of specific control measures. The Company also maintains an internal 
auditing function which evaluates and formally reports on the adequacy 
and effectiveness of internal accounting controls, policies and procedures. 

The Company’s financial statements have been audited by KPMG 
Peat Marwick LLP, the Company’s independent auditors, whose 
report expresses their opinion with respect to the fairness of the pre¬ 
sentation of the statements. 

The Audit Committee of the Board of Directors, which is composed 
solely of directors who are not officers or employees of the Company, 
meets regularly with corporate management, the Company’s internal 
auditors and legal counsel, and KPMG Peat Marwick LLP to review 
the activities of each and to satisfy itself that each is properly discharg¬ 
ing its responsibility. In addition, the Audit Committee meets on a 
scheduled basis with KPMG Peat Marwick LLP, without manage¬ 
ment's presence, to discuss the audit of the financial statements as well 
as other auditing and financial reporting matters. 


ROGER N. FARAH 
Chairtnan of the Board 
and Chief Executive Officer 

alb Sf, 

DALE W. HILPERT 
President and 
Chief Operating Officer 


ANDREW P. HINES 
Settior lice President 
and Chief Financial Officer 

April 10, 1996 





Marwick llp 


To the Board of Directors 
and Shareholders of 
Wool worth Corporation 


We have audited the accompanying consolidated balance sheet of 
Woolworth Corporation and subsidiaries as of January 27, 1996, and 
the related consolidated statements of operations, changes in share¬ 
holders’ equity, and cash flows for the year then ended, appearing on 
pages 19 through 35. These consolidated financial statements are the 
responsibility of Woolworth Corporation’s management. Our respon¬ 
sibility is to express an opinion on these consolidated financial state¬ 
ments based on our audit. The accompanying consolidated financial 
statements of Woolworth Corporation and subsidiaries as of and for 
each of the years in the two-year period ended January 28, 1995 were 
audited by other auditors whose report thereon dated March 8, 1995, 
expressed an unqualified opinion on those statements. 


We conducted our audit in accordance with generally accepted audit¬ 
ing standards. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial state¬ 
ments are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation. We believe 
that our audit provides a reasonable basis for our opinion. 

In our opinion, the January 27, 1996 consolidated financial statements 
referred to above present fairly, in all material respects, the financial 
position of Woolworth Corporation and subsidiaries as of January 27, 

1996, and the results of its operations and its cash flows for the year then 
ended in conformity w ith generally accepted accounting principles. 

As discussed in note 2 to the consolidated financial statements, in 
1995 Woolworth Corporation adopted Statement of Financial 
Accounting Standards No. 121, “Accounting for the Impairment of 
Long-Lived Assets and for Long-Lived Assets to Be Disposed Of." 

W>rC 

Neu> York, NY 
March 12, 1996 


f 
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Notes to Consolidated Financial Statements 


1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
Basis of Presentation 

The consolidated financial statements include the accounts of 
Wool worth Corporation and its domestic and foreign sub¬ 
sidiaries, all of which are wholly owned. All significant 
intercompany amounts have been eliminated. The preparation 
of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates 
and assumptions relating to the reporting of assets and liabilities 
and die disclosure of contingent liabilities at the date of the 
financial statements, and the reported amounts of revenue and 
expenses during the reporting period. Actual results are not 
expected to differ from those estimates. 

Reporting Year 

The reporting period for the Company and its subsidiaries is a 
52/53-week reporting period ending on the last Saturday in 
January', with the exception of the European and Mexican 
operations which have a reporting year ending on December 
31. The 1995, 1994 and 1993 reporting years represent the 
52 weeks ended January 27, 1996, January 28, 1995 and 
January 29, 1994, respecdvely. 

Cash and Cash Equivalents 

The Company considers all highly liquid investments with 
original maturities of three months or less at date of purchase 
to be cash equivalents. 

Merchandise Inventories 

Inventories are valued at the lower of cost or market using 
the retail method for merchandise in stores and distribution 
centers. Cost is determined on the last-in, first-out (LIFO) 
basis for most domestic inventories, and the first-in, first-out 
(FIFO) basis for international inventories. 

Property and Equipment 

Significant additions and improvements to property and 
equipment are capitalized. Maintenance and repairs are 
charged to current operations as incurred. 

Depreciation and Amortization 

Owned property and equipment are depreciated on a 
straight-line basis over the estimated useful lives of the assets: 
25 to 45 years for buildings and 3 to 10 years for furniture, 
fixtures and equipment. Leased property and equipment 
under capital leases and improvements to leased premises are 
amortized on a straight-line basis over the lesser of the fife of 
the asset or the remaining term of the lease. 


Goodwill 

Excess purchase price over fair value of assets acquired is 
amortized on a straight-line basis over periods not exceeding 
40 years. Recoverability of goodw ill is evaluated based upon 
estimated future profitability and cash flows. 

Derivative Financial Instruments 

Derivative financial instruments are used by the Company to 
manage its interest rate and foreign currency exposures. The 
Company does not hold derivative financial instruments for 
trading or speculative purposes. For interest-rate sw'ap agree¬ 
ments, the interest rate differential received or paid under the 
agreement is recognized over the life of its agreement and is 
included in interest expense. The carrying amount of each 
interest-rate swap is reflected in the Consolidated Balance 
Sheet as a current receivable or payable as appropriate. For 
forward foreign exchange contracts, gains and losses related to 
inventory purchases are deferred and included in the cost of 
inventory'. Gains and losses that result from hedges of net 
investments in foreign subsidiaries are included in the foreign 
currency translation adjustment account, a component of 
shareholders’ equity. 

Fair Value of Financial Instruments 

The fair value of financial instruments is determined by refer¬ 
ence to various market data and other valuation techniques as 
appropriate. The carrying value of cash and cash equivalents, 
other current receivables and short-term debt approximate fair 
value. Quoted market prices of the same or similar instru¬ 
ments are used to determine fair value of long-term invest¬ 
ments, long-term debt, interest-rate swaps and forward foreign 
exchange contracts. Discounted cash flows are used to deter¬ 
mine the fair value of long-term receivables and mortgages if 
quoted market prices on these instruments are unavailable. 
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Recoverability of Long-Lived Assets 

An impairment loss is recognized whenever events or changes 
in circumstances indicate that the carrying amount of an asset 
may not be recoverable. 

Beginning in 1995 with the adoption of Statement of 
Financial Accounting Standards No. 121, assets are grouped 
and evaluated at the lowest level for which there are identifi¬ 
able cash flows that are largely independent of the cash flows 
of other groups of assets. The Company has identified this 
lowest level to be principally individual stores. The Company 
considers historical performance and future estimated results 
in its evaluation of potential impairment and then compares 
the carrying amount of the asset to the estimated future 
cash flows expected to result from the use of the asset. If the 
carrying amount of the asset exceeds estimated expected 
undiscounted future cash flows, the Company measures the 
amount of the impairment by comparing the carrying amount 
of the asset to its fair value. The estimation of fair value is 
generally measured by discounting expected future cash flows 
at the rate the Company utilizes to evaluate potential invest¬ 
ments. The Company estimates fair value based on the best 
information available making whatever estimates, judgments 
and projections are considered necessary. 

Income Taxes 

The Company provides for federal, state and foreign income 
taxes currently payable as well as for those deferred because 
of temporary differences between reporting income and 
expenses for financial statement purposes and income and 
expenses for tax purposes. The Company determines its 
deferred tax provision under the liability method, whereby 
deferred tax assets and liabilities are recognized based on 
differences between financial statement and tax bases of 
assets and liabilities using presently enacted tax rates. 

Store Pre-opening and Closing Costs 

Store pre-opening costs are charged to expense as incurred. 

In the event a store is closed before its lease has expired, the 
total lease obligation, less sublease rental income, is provided 
for when a decision to close the store is made. 

f 

Foreign Currency Translation 

The functional currency of the Company’s foreign operations 
is the applicable local currency. The translation of the applic¬ 
able foreign currency into U.S. dollars is performed for 
balance sheet accounts using current exchange rates in effect 
at the balance sheet date, and for revenue and expense 
accounts using the weighted-average rates of exchange pre¬ 
vailing during the year. The gains and losses resulting from 
such translation are included as a separate component of 
shareholders' equity. 


Earnings Per Share 

Primary earnings per share is computed by dividing net 
earnings, after deducting preferred dividends on convertible 
preferred stock, by the weighted-average number of shares 
of common stock outstanding during the year. 

Reclassifications 

Certain balances in prior fiscal years have been reclassified 
to conform with the presentation adopted in the current 
fiscal year. 

2 IMPAIRMENT OF LONG-LIVED ASSETS 

The Company adopted Statement of Financial Accounting 
Standards No. 121, “Accounting for the Impairment of Long- 
Lived Assets and for Long-Lived Assets to Be Disposed Of* 
(“SFAS No. 121”) and recorded a non-cash pre-tax charge of 
S241 million ($165 million after-tax). Of the total impairment 
loss, $209 million represents impairment of long-lived assets 
such as properties, store fixtures and leasehold improvements, 
$24 million relates to goodwill and $8 million pertains to 
intangibles. SFAS No. 121 stipulates that when evaluating and 
measuring impairment, assets shall be grouped at the lowest 
level for which there are identifiable, largely independent cash 
flows. The charge resulted from the Company grouping assets 
at a lower level than under its previous accounting policy 
regarding asset impairment. Factors leading to impairment 
were a combination of historical losses, anticipated future 
losses and inadequate cash flows. 
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3 SEGMENT INFORMATION 

The Company's stores are categorized into two segments: Specialty and General Merchandise. The Specialty segment includes: 
the Athletic Group, Specialty Footwear, Other Specialty, and the Northern Group. The General Merchandise segment 
includes operations in: Germany, United States and “Other" countries. 

SALES OPERATING RESULTS 

(in millions ) 1995 1994 1993 (in millions ) 1995 !994 1993 

Specialty: 




Specialty: 





Athletic Group 

S 3,424 

S 3,212 

$3,049 

Athletic Group 


S 277 

$ 211 

$ 127 

Specialty Footwear 

729 

763 

861 

Specialty Footwear 


(61) 

33 

(150) 

Other Specialty 

579 

945 

802 

Other Specialty 


(114) 

(42) 

(18) 

Northern Group 

367 

320 

253 

Northern Group 


32 

38 

15 

Total Specialty 

5,099 

5,240 

4,965 

Total Specialty 


134 

240 

(26) 

General Merchandise: 




General Merchandise: 





Germany 

1,733 

1,476 

1,526 

Germany 


(81) 

21 

93 

United States 

1,150 

1,240 

1,635 

United States 


(55) 

37 

(425) 

Other 

242 

282 

1,432 

Other 


(39) 

(24) 

(295) 

Total General Merchandise 

3,125 

2,998 

4,593 

Total General Merchandise 

(175) 

34 

(627) 


$ 8,224 

$ 8,238 

$ 9,558 

Total operating results 


(41) 

274 

(653) 

See Management s Discussion and Analysis of Financial Condition and 

Corporate expense 


73 

71 

66 

Results of Operations for commentary on businesses sold and non-recur- 

Interest expense 


119 

107 

79 

ring charges. 




Income (loss) before 









income taxes 


$ (233) 

$ 96 

$ (798) 


Depreciation and 

Capital 






Amortization 


Expenditures 



Total Assets 


fm millions ) 

1995 

1994 

1993 

1995 1994 

1993 

1995 

1994 

1993 

Specialty: 









Athletic Group 

$ 85 

S 86 

$ 83 

$ 40 $ 76 

S 125 

$ 1,050 

$ 1,229 

$ 1,258 

Specialty* Footwear 

21 

23 

29 

8 15 

20 

302 

381 

390 

Other Specialty 

27 

30 

28 

7 21 

36 

251 

426 

407 

Northern Group 

11 

11 

8 

13 9 

21 

222 

172 

130 

Total Specialty 

144 

150 

148 

68 121 

202 

1,825 

2,208 

2,185 

General Merchandise: 









Germany 

56 

47 

43 

60 61 

89 

1,064 

1,046 

942 

United States 

23 

23 

31 

27 12 

25 

453 

552 

654 

Other 

3 

1 

24 

4 15 

27 

39 

137 

617 

Total General Merchandise 

82 

71 

98 

91 88 

141 

1,556 

1,735 

2,213 

Corporate 

13 

12 

11 

8 9 

16 

125 

202 

195 


$ 239 

$233 

$257 

S 167 $218 

$359 

$ 3,506 

$4,145 

S 4,593 



Sales 


Operating Results 


Total Assets 


(in millions ) 

1995 

1994 

1993 

1995 1994 

1993 

1995 

1994 

1993 

United States 

$ 5,190 

$ 5,508 

$ 5,686 

S 109 S 266 

$ (401) 

$ 1,885 

$ 2,378 

$ 2,509 

Europe 

2,021 

1,695 

1,707 

(100) 20 

87 

1,196 

1,210 

1,094 

Canada 

740 

703 

1,855 

(32) (16) 

(351) 

312 

366 

814 

Pacific Rim 

217 

222 

192 

(12) 5 

5 

82 

127 

106 

Mexico 

56 

110 

118 

(6) (1) 

7 

31 

64 

70 


$ 8,224 

$8,238 

$ 9,558 

S (41) $ 274 

$ (653) 

S 3,506 

$4,145 

$ 4.593 
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4 REPOSITIONING/RESTRUCTURING RESERVES 
The Company recorded charges of $558 million in 1993 and 
$390 million in 1991 to reflect the anticipated costs to sell or 
close underperforming specialty and general merchandise 
stores in the United States and Canada. The 1993 charge 
included estimated cash oudays for lease liabilities and other 
occupancy costs of $245 million, operating expenses during 
the shutdown period of $88 million, and severance and other 
personnel costs of $28 million. Non-cash charges cover asset 
and inventory write-downs of $197 million. The 1991 charge 
included estimated cash outlays for lease liabilities and other 
occupancy costs of $123 million, operating expenses during 
the shutdown period of $106 million, and severance and 
other personnel costs of $47 million. Non-cash charges cover 
asset and inventory write-downs of $114 million. 

Under the 1993 repositioning program, approximately 970 
stores were identified for closing or conversion to other for¬ 
mats. Approximately 13,000 store and distribution center 
employees were terminated under this program. Under the 
1991 restructuring program, approximately 900 stores were 
closed or converted to other formats. Approximately 7,700 
store employees were terminated and 2,300 employees were 
transferred to other stores. 

The annual accrual activity in the reserves was as follows: 


(in millions) 

1995 

1994 

Balance at beginning of year 

S 193 

$352 

Interest on net present value 
of lease obligations 

8 

18 

Cash payments 

(54) 

(177) 

Balance at end of year 

S 147 

S 193 


Components of the balance are as follows: 


(in millions) 

1995 

1994 

Real estate and related 
occupancy costs 

S 140 

$ 170 

Personnel costs 

7 

18 

Operating costs 

— 

5 


S 147 

$ 193 


The remaining balance of $147 million, which is included in 
other liabilities and accrued liabilities, is expected to be ade¬ 
quate for all remaining liabilities. This liability will be funded 
over the next several yean. 


5 DISPOSITION OF W00LC0 STORES 

In March 1994, the Company completed the sale of 122 
Woolco discount department stores in Canada. The remain¬ 
ing 20 stores were closed. In connection with the disposition, 
the Company recorded pre-tax charges of $168 million in 
1993 and $30 million in 1994. 


6 MERCHANDISE INVENTORIES 


(in millions) 

1995 

1994 

LIFO inventories 

S 671 

$ 859 

FIFO inventories 

693 

763 

Total merchandise 

inventories 

S 1,364 

$ 1,622 

Excess of current cost (FIFO) 

over stated LIFO cost 

S 102 

S 98 


7 OTHER CURRENT ASSETS 



(in millions) 

1995 

1994 

Net receivables 

S 121 

$ 198 

Deferred taxes 

52 

75 

Operating supplies and 
prepaid expenses 

55 

63 

Other 

13 

11 


S 241 

$347 


8 PROPERTY AND EQUIPMENT 



(in millions) 

1995 

1994 

Land 

$ 141 

$ 168 

Buildings 

Owned 

862 

856 

Leased 

59 

60 

Furniture, fixtures and 
equipment 

Owned 

1,185 

1,214 

Leased 

16 

14 


2,263 

2,312 

Less accumulated depreciation 
and amortization 

1,262 

1,100 


1,001 

1,212 

Alterations to leased and 
owned buildings 

Net of accumulated 
amortization 

224 

309 


S 1,225 

S 1,521 
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9 DEFERRED CHARGES AND OTHER ASSETS 


(in millions) 

1995 

1994 

Deferred taxes 

S 346 

$243 

Goodwill (net of accumulated 
amortization) 

89 

115 

Pension intangible 

22 

26 

Other 

206 

199 


$663 

$583 


io ACCRUED LIABILITIES 

(in millions) 

1995 

1994 

Compensation 

$ 84 

$ 87 

Taxes other than income taxes 

83 

80 

Repositioning/ restructuring 

32 

47 

Dividends payable 

— 

20 

Deferred taxes 

12 

14 

Income taxes payable 

19 

13 

Other 

196 

183 


$ 426 

$444 


li SHORT-TERM DEBT 

Short-term debt is as follows: 



($ in millions) 

1995 

1994 

Bank loans 

S 69 

$ 853 

Average interest rate on 
year-end balance 

6 .00% 

6.67< 


Unused lines of credit in support of short-term bank borrow¬ 
ings at January 27, 1996, totaled $1.5 billion, of which 
domestic credit lines totaled $1.2 billion and international 
credit lines totaled $286 million. Of the $286 million, $108 
million expires in 1996. The Company has revolving credit 
agreements in the United States with 37 lending institutions 
to support its short-term debt. The Company also has infor¬ 
mal agreements with certain banks in the United States, 
Canada, Germany and Australia. 

The $1.5 billion credit agreement negotiated in 1995 
included a $ 1.0 billion three-year facility and an additional 
$500 million facility for the first year of the agreement. 

During 1995, the one-year agreement was reduced by $300 
million in accordance with the agreement and the remaining 
$200 million facility is available through April 1996. The $1.0 
billion facility expires in May 1998. Restrictive covenants 
under this agreement include tangible net worth levels, lever¬ 
age ratios and cash-flow requirements. Upfront fees paid 
under this agreement will be amortized over the life of the 
facilities on a pro rata basis. In addition, the Company pays 
annual facilities fees between 0.25 percent and 0.3125 percent 
of the facilities based on the Company’s current credit ratings. 


12 LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS 
During 1995, the Company issued in the United States 
$200 million of 7 percent notes with a 5-year maturity, 

$50 million of 6.98 percent notes with a 6-year maturity, and 
$40 million of 7 percent notes with a 7-year maturity. In 
connection with a European investment, a $41 million (DM 
59 million) 6.45 percent note maturing in 1998 was issued. 


Following is a summary of long-term debt and capital lease 
obligations: 


(in millions) 

1995 

1994 

8.5% debentures payable 2022 

$ 200 

$200 

7.0% debentures payable 2000 

200 

— 

6.93% to 7.43% medium-term 



notes payable through 2002 

125 

45 

3.75% to 10.5% mortgage 



obligations on real estate 



payable through 2013 

28 

30 

Other 

48 

15 

Total long-term debt 

601 

290 

Capital lease obligations 

43 

45 


644 

335 

Less current portion 

25 

26 


S 619 

$309 


Maturities of long-term debt and minimum rent payments 


under capital leases in 

future periods are: 



(in milliotis) 

Long-term 

debt 

Capital 

leases 

Total 

1996 

$ 19 

S 11 

$ 30 

1997 

13 

10 

23 

1998 

58 

13 

71 

1999 

2 

6 

8 

2000 

202 

4 

206 

Thereafter 

307 

18 

325 


601 

62 

663 

Less: Imputed interest 

— 

16 

16 

Executory expenses 

— 

3 

3 

Current portion 

19 

6 

25 


$ 582 

$ 37 

$ 619 
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13 LEASES 

The Company is obligated under capital and operating leases 
tor a major portion of its store properties. Some of the store 
leases contain purchase options or renewal options with vary¬ 
ing terms and conditions. Management expects that in the 
normal course of business, expiring leases will generally be 
renewed or replaced by leases on other premises. Operating 
lease periods generally range from 5 to 10 years with options 
to renew, with terms ranging from 5 to 10 years. Certain 
leases provide for additional rent payments based on a per¬ 
centage of store sales. Rent expense consists of the following: 


(in millions) 

1995 

1994 

1993 

Minimum rent 

Contingent rent based on sales: 

$ 671 

$634 

$630 

Operating leases 

45 

47 

57 

Capital leases 

— 

3 

3 

Sublease income 

(23) 

(19) 

(20) 

Total rent expense 

$ 693 

$665 

$670 


Future minimum lease payments under noncancelable operat¬ 
ing leases are: 

(tn millions) 


1996 

$ 512 

1997 

474 

1998 

435 

1999 

376 

2000 

304 

Thereafter 

790 

Total operating lease commitments 

$ 2,891 

Present value of operating lease commitments 

$ 2,136 


14 OTHER LIABILITIES 


(in millions) 

1995 

1994 

Pension benefits 

$302 

$ 260 

Other post-retirement benefits 

212 

210 

Repositioning/restructuring 

115 

146 

Other 

100 

80 


$ 729 

$696 


15 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

Foreign Exchange Risk Management 

The Company routinely uses forward foreign exchange con¬ 
tracts to reduce the effect of fluctuations in foreign exchange 
rates on short-term intercompany transactions and inventory 
purchases, and to serve as hedges of the Company’s net 
investment in foreign subsidiaries. Determination of hedge 
activity is based on market conditions, magnitude of inven¬ 
tory commitments, and perceived risks. All contracts mature 
in less than one year. 

The following table presents gross forward foreign 
exchange commitments, by currency and type: 


1995 1994 


(SU.S. in millions) 


Buy 

Sell Buy 

Sell 

Inventory purchases: 

U.S. dollar 


95 

_ 

80 


Other currencies 


9 

— 

4 

42 

Intercompany: 

Canadian dollar 


67 

17 

42 

7 

German mark 


64 

— 

71 

23 

Other currencies 


29 

19 

11 

13 

Fair Value of Financial Instruments 

The estimated fair values of certain financial instruments 
as follows: 

are 


1995 

1994 


(in millions) 

Carrying 

Amount 

Fair 

Value 

Carrying 

Amount 


Fair 

Value 

Long-term investments 

$ 56 

$ 52 

$ 11 


$ ii 

Long-term debt 

S (601) 

$ (585) 

$ (290) 


$ (2X3) 


The carrying value approximates fair value for all other finan¬ 
cial instruments. 
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Interest Rate Risk Management 

The Company uses interest-rate swaps to reduce its exposure 
to fluctuations in interest rates. In October 1992, the 
Company entered into a $200 million, five-year swap agree¬ 
ment which effectively converted the interest rate on its 8.5 
percent debentures to a floating rate equal to the six-month 
LIBOR plus 3.05 percent. The effective interest rate on the 
debentures was 9.44 percent in 1995, 7.74 percent in 1994 
and 6.38 percent in 1993. As security for its obligation under 
this swap agreement, both the Company and the swap 
counter-party have agreed to deliver cash collateral should 
certain conditions be met. Such collateral is to be delivered 
when projected exposure for either party exceeds $0.5 mil¬ 
lion. At January 27, 1996, the Company does not have, and is 
not holding, any monies on deposit as collateral. 

As of January 27, 1996, the Company had entered into 
interest-rate swap agreements with an aggregate notional 
amount of $100 million which fix the Company’s interest 
rate on short-term borrowings from February through 
December 1996 at approximately 5.97 percent. 

Credit Risk 

Credit risk of interest rate swaps and forward foreign 
exchange contracts is considered minimal, as management 
closely monitors the financial condition of the counter-parties 
to the contracts, which are financial institutions with credit 
ratings of A- or higher. 

Business Risk 

The retailing business is highly competitive. Price, quality and 
selection of merchandise, reputation, store location, advertis¬ 
ing and customer service are important competitive factors in 
the Company’s business. The Company purchases merchan¬ 
dise and supplies from thousands of vendors worldwide 
including purchases of athletic footwear and apparel from one 
major vendor, which supplied approximately 14 percent, 11 
percent and 9 percent of the Company’s merchandise pur¬ 
chases in 1995, 1994 and 1993, respectively. The Company 
considers vendor relations to be satisfactory. 

16 TAXES ON INCOME 

Following are the domestic and international components of 
pre-tax income (loss): 


The income tax (benefit) provision consists of the following: 


(in millions) 

1995 

1994 

1993 

Domestic 

$ (44) 

S 115 

$ (518) 

International 

(189) 

(19) 

(280) 

Total pre-tax income (loss) 

S (233) 

$ 96 

S (798) 


(in millions) 

1995 

1994 

1993 

Current: 




Federal 

S (4) 

S (14) 

S (39) 

State and local 

6 

16 

2 

International 

2 

— 

17 

Total current tax (benefit) 
provision 

4 

2 

(20) 

Deferred: 




Federal 

(16) 

55 

(144) 

State and local 

(1) 

(3) 

(13) 

International 

(56) 

(5) 

(126) 

Total deferred tax (benefit) 
provision 

(73) 

47 

(283) 

Total income tax (benefit) 
provision 

$ (69) 

$ 49 

$(303) 


Provision has been made in the accompanying Consolidated 
Statement of Operations for additional income taxes applicable 
to dividends received or expected to be received from inter¬ 
national subsidiaries. The amount of unremitted earnings of 
international subsidiaries, for which no such tax is provided 
and which is considered to be permanendy reinvested in the 
subsidiaries, totaled $351 million at January 27, 1996. If such 
earnings had not been considered permanendy reinvested, 
approximately $17 million of deferred income taxes, consist¬ 
ing primarily of foreign withholding taxes, would have been 
provided. Such taxes, if ultimately paid, might be recoverable 
as foreign tax credits. 

A reconciliation of the significant differences between the 
effective income tax rate and the federal statutory rate on pre- 


tax income (loss) follows: 

1995 

1994 

1993 

Statutory Federal income 
tax rate 

(35.0)% 

35.0% 

(35.0)% 

State and local income taxes, 
net of Federal tax benefit 
(expense) 

1.4 

8.6 

(0.9) 

International income taxed 
at varying rates 

3.9 

9.4 

(2.8) 

Targeted jobs tax credit 

(0.4) 

(1.3) 

(0.2) 

Other items, net 

0.5 

(0.6) 

1.0 

Effective income tax rate 

(29.6)% 

51.1% 

(37.9)% 
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Items that gave rise to significant portions of the deferred tax 
accounts are as follows: 


(in millions) 

1995 

*994 

Deferred tax assets: 



Repositioning/restructuring/ 



Woolco reserves 

$ 94 

$ 132 

Tax loss/crcdit carryforwards 

174 

145 

Employee benefits 

130 

119 

Other 

74 

64 

Total 

472 

460 

Valuation allowance 

(74) 

(65) 

Total deferred tax assets, net 

398 

395 

Deferred tax liabilities: 



Property and equipment 

1 

92 

Inventories 

47 

54 

Other 

52 

45 

Total deferred tax liabilities 

100 

191 

Net deferred tax asset 

$ 298 

$204 

Included in: 



Other current assets 

S 52 

$ 75 

Deferred charges and 



other assets 

346 

243 

Accrued liabilities 

(12) 

(14) 

Deferred taxes 

(88) 

000 ) 


$ 298 

$204 


As of January 7 27, 1996, the Company had a valuation 
allowance of S74 million to reduce its deferred tax assets to 
estimated realizable value. The valuation allowance primarily 
relates to the deferred tax assets on tax loss carryforwards of 
the Canadian and Foot Locker Europe operations as well as 
state tax loss carryforwards of certain domestic operations. 

Based upon the level of historical taxable income and pro¬ 
jections for future taxable income over the periods in which 
the temporary differences are anticipated to reverse, manage¬ 
ment believes it is more likely than not that the Company will 
realize the benefits of these deductible differences, net of the 
valuation allowances at January 27, 1996. However, the 
amount of the deferred tax asset considered realizable could 
be reduced in the future if estimates of taxable income are 
reduced. 

At January 27, 1996, the Company had international oper¬ 
ating loss carryforwards of approximately $280 million. Those 
expiring between 1996 and 2002 were $173 million and 
those that do not expire were $107 million. In addition, the 
Company had state net operating loss carryforwards in the 
range of $8 million to $19 million for each state after appor¬ 
tionments, expiring between 2006 and 2009. Foreign tax cred¬ 
its and other general business tax credit carryforwards of 
approximately $14 million, expiring between 1998 and 


2010 are available, and alternative minimum tax credit 
carryforwards of approximately $ 16 million may be used 
indefinitely to reduce regular Federal income taxes. 

During 1994, the Company reduced its deferred tax assets 
by electing to carryback its 1993 United States tax loss, result¬ 
ing in a refund of $48 million. 

Deferred tax liabilities related to property' and equipment 
were reduced to $1 million in 1995 from $92 million, pri¬ 
marily due to the recognition of deferred tax benefits arising 
from the recording of impairment on certain property’ under 
SFAS No. 121. 

17 RETIREMENT PLANS AND OTHER BENEFITS 
Retirement Plans 

The Company has defined benefit pension plans covering 
most of its employees. Benefits generally are based on years of 
service and career-average compensation. Plans are funded in 
accordance with the provisions of the laws of the countries 
where the plans are in effect. Approximately half of the 
unfunded projected benefit obligation represents the German 
pension accrual for which there are no offsetting plan assets in 
accordance with local statutory requirements. 

Plan assets consist primarily of stocks, bonds and temporary' 
investments. The weighted-average assumed long-term rate of 
return on plan assets was 10 percent in each of 1995, 1994 and 
1993. The projected benefit obligation was determined using a 
weighted-average discount rate of 7.15 percent in 1995, 8.6 per¬ 
cent in 1994 and 7.3 percent in 1993, and a weighted-average 
assumed rate of compensation increase of 5 percent in 1995, 4.6 
percent in 1994 and 3.8 percent in 1993. During the year, the 
Company curtailed a supplemental retirement plan for execu¬ 
tives which resulted in a gain of $8 million. 


The components of net pension expense are: 


(in millions) 

1995 

1994 

1993 

Service cost: benefits earned 
during period 

$ 19 

$ 24 

$ 27 

Interest cost on projected 
benefit obligation 

76 

71 

68 

Actual return on plan assets 

(140) 

34 

(90) 

Net amortization and deferral 

81 

(88) 

33 

Curtailment gain 

(8) 

— 

— 

Net pension expense 

S 28 

$ 41 

$ 38 
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The following table sets forth the plans’ funded status and amounts recognized in the Consolidated Balance Sheet: 

1995 1994 


(in millions) 

Assets 

Exceed 

ABO 

ABO 

Exceeds 

Assets 

Assets 

Exceed 

ABO 

ABO 

Exceeds 

Assets 

Actuarial present value of obligations: 

Vested 

S 5 

$ 934 

$ 16 

$ 824 

Nonvested 

— 

21 

— 

12 

Accumulated benefit obligation (ABO) 

5 

955 

16 

836 

Plus obligation for future salary increases 

— 

41 

— 

48 

Projected benefit obligation (PBO) 

5 

996 

16 

884 

Plan assets at fair value 

7 

656 

20 

570 

Amount of plan assets over (under) PBO 

2 

(340) 

4 

(314) 

Unrecognized net asset at transition 

0 ) 

(26) 

(6) 

(30) 

Unrecognized prior service cost 

— 

31 

1 

39 

Unrecognized net loss 

3 

108 

7 

83 

Recognition of a portion of the minimum 
liability as an intangible asset 

— 

(22) 

— 

(26) 

Recognition of remaining minimum liability 

— 

(55) 

— 

(18) 

Prepaid (accrued) pension cost 

$ 2 

$ (304) 

S 6 

$ (266) 


Post-retirement Plans Other than Pensions 

The Company sponsors post-retirement medical and life 
insurance plans which are available to most of its U.S. 
employees. In order to be eligible for these plans, employees 
must retire from the Company and have been covered under 
the Company’s active medical or life insurance plan. The 
level of benefits available depends on year of retirement and 
the plan in effect at that time. The plans are contributory. 
Contributions are adjusted annually and depend on year of 
retirement and, in some cases, years of service. The plans 
are not funded. 

The weighted-average discount rate used to determine the 
accumulated post-retirement benefit obligation was 7.15 per¬ 
cent in 1995 and 9 percent in 1994. 


The following table sets forth the plans’ combined accrued 
post-retirement benefit obligation: 


(in millions) 

1995 

1994 

Accumulated post-retirement 
benefit obligation: 

Retirees 

$ 158 

$ 135 

Fully eligible active 
plan participants 

6 

5 

Other active plan 
participants 

3 

2 


167 

142 

Unrecognized actuarial gain 

45 

68 

Accrued post-retirement 
benefit obligation 

S 212 

$210 
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For measurement purposes, a 10 percent increase in the cost 
of covered health-care benefits was assumed for 1995; the rate 
was assumed to decline gradually to 5 percent in 2008, and 
remain at that level thereafter. A 1 percent increase in the 
health-care cost trend rate would increase the accumulated 
post-retirement benefit obligation at January 29, 1995, by $14 
million, and the 1995 annual expense by $1 million. 

Post-retirement medical and life insurance expense was 
$10 million in 1995, $14 million in 1994, and $17 million in 
1993. Substantially all of the expense represents interest on 
the accumulated benefit obligation; service cost was not 
material. The cash cost to provide retiree medical and life 
insurance benefits was $7 million in 1995 and $8 million in 
both 1994 and 1993. 

40 i(k) Plan 

In January 1996, the Company established the Woolworth 
Corporation Savings Plan under Section 401 (k) of the Internal 
Revenue code. This savings plan allows eligible employees to 
contribute 1 percent to 15 percent of their income on a pre-tax 
basis to this savings plan. The Company matches 25 percent of 
the first 4 percent of the employees’ contribution. Such 
matching Company contributions are vested incrementally 
over 7 years. The charge to operations for the Company’s 
matching contribution was not material in 1995. 

18 EMPLOYEE STOCK PLANS 

The Company has a 1986 Stock Option Plan and a 1995 
Stock Option and Award Plan. Under both option plans, 
options to purchase shares of common stock may be granted 
to officers and key employees at the market price on the date 
of grant. Under the 1995 plan, the Company may grant offi¬ 
cers and other key employees, including those at subsidiaries. 

The information set forth in the 


stock appreciation rights (SARs), restricted stock, or other 
stock based awards. The number of shares reserv ed for 
issuance as restricted stock cannot exceed 1,500,000 shares. 
Generally, one-half of each option is exercisable beginning 
one year from the date of grant, with the remaining half 
becoming exercisable two years from the date of grant. The 
options terminate up to 10 years from the date of grant. The 
expiration dates of options outstanding at January 27, 1996, 
ranged from February 12, 1996, to November 7, 2005. 

Under the Company’s 1985 and 1994 stock purchase plans, 
participating employees may contribute up to 10 percent of 
their annual compensation to acquire shares of common stock 
at 85 percent of the lower market price on one of two speci¬ 
fied dates in each plan year. Of the eight million shares of 
common stock authorized for purchase under the 1985 plan, 
participating employees have purchased a total of 6,136,946 
shares, of which 518,105 shares were purchased by 3,864 par¬ 
ticipants during the year ended January 27, 1996. Shares will 
be eligible for purchase under the 1994 plan after June 1, 1996. 

When common stock is issued under the Company’s 
employee stock plans, the proceeds from options exercised or 
shares purchased are credited to common stock to the extent 
of the par value of the shares issued, and the excess is credited 
to additional paid-in capital. When Treasury common stock 
is issued, the diff erence between the average cost of Treasury 
stock used and the proceeds from options exercised or shares 
awarded or purchased is charged or credited, as appropriate, 
to either additional paid-in capital or retained earnings. 

The tax benefits relating to amounts deductible for federal 
income tax purposes which are not included in income for 
financial reporting purposes have been credited to additional 
paid-in capital. 


following table covers options granted under the Company’s stock option plans: 


1995 1994 1993 


(in thousands, except prices per share) 

Number 

of 

Shares 

Range of 
Prices 
per Share 

Number 

of 

Shares 

Range of 
Prices 
per Share 

Number 

of 

Shares 

Range of 
Prices 
per Share 

Options outstanding at beginning of year 

6,183 

$ 11-34 

4,725 

$ 8 - 34 

3,980 

S 8-34 

Granted 

1,288 

14 - 16 

1,747 

14-25 

906 

29 - 30 

Exercised 

2 

11 

29 

8-20 

37 

8-28 

Expired or canceled 

556 

11 - 34 

260 

8-34 

124 

8-34 

Options outstanding at end of year 

6,913 

14 - 34 

6,183 

11-34 

4,725 

8-34 

Options exercisable at end of year 

5,026 

14-34 

4,079 

11-34 

3,405 

8-34 

Options available tor future grant at end of year 

6,087 


831 


2,331 
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19 RESTRICTED STOCK 

In 1994, 200,000 restricted shares of common stock were 
granted to an officer of the Company. The market value of 
the shares at the date of grant amounted to $3 million and is 
recorded within shareholders’ equity in the accompanying 
Consolidated Financial Statements. The market value is being 
amortized as compensation expense over the related vesting 
period. Such expense totaled $1.4 million in 1995. 

20 PREFERRED STOCK 

At January 27, 1996, the 97,326 outstanding shares of $2.20 
Series A Convertible Preferred Stock had a liquidation value 
of $45.00 per share, or $4.4 million. The stock is cumulative, 
voting and convertible at any time at the option of the 
holder, at the rate of 5.68 shares of common stock for each 
share of preferred stock, subject to anti-dilution provisions. 

A total of 552,812 shares of common stock has been reserved 
for the conversion. At the option of the Company, the pre¬ 
ferred stock is redeemable at liquidation value, subject to a 
holder’s right to convert such shares into shares of common 
stock prior to the date fixed for redemption. 

21 SHAREHOLDER INFORMATION 

Wool worth Corporation common stock is listed on the 
New York, Toronto, Amsterdam, Basel, Zurich, Geneva and 
Lausanne stock exchanges, and, in addition, is traded on the 
Boston, Cincinnati, Chicago, Philadelphia and Pacific stock 
exchanges. The Company’s preferred stock is listed on the 
New York Stock Exchange and traded on the New York, 
Cincinnati and Chicago stock exchanges. The New York 
Stock Exchange ticker symbol for the Company’s common 
stock is “Z.” 

At January 27, 1996, 46,960 shareholders of record owned 
133,050,513 common shares, and 1,334 shareholders of 
record owned 97,326 preferred shares. 

22 SHAREHOLDER RIGHTS PLAN 

The Company has issued one-half of a preferred stock pur¬ 
chase right for each outstanding share of common stock. Each 
right entides a shareholder to purchase one one-hundredth of 
a share of Series B Participating Preferred Stock at an exercise 
price of $200, subject to adjustment. Generally, the rights 


become exercisable only if a person or group acquires 20 per¬ 
cent or more of the Company’s outstanding voting stock or 
announces a tender offer for 20 percent or more of the 
Company’s outstanding voting stock, other than pursuant to 
an offer for all outstanding shares of the Company which the 
Board of Directors determines to be fair to, and otherwise in 
the best interests of, the Company and its shareholders. The 
Company will be able to redeem the rights at $.05 per right 
at any time during the period prior to the 10th business day 
following the date a person or group acquires 20 percent or 
more of the Company’s voting stock. 

Upon exercise of the right, each holder of a right will be 
entided to receive common stock (or, in certain circum¬ 
stances, cash, property or other securities of the Company) 
having a value equal to two times the exercise price of the 
right. The rights, which cannot vote and which cannot be 
transferred separately from shares of common stock to which 
they are presendy attached, expire April 14, 1998, unless 
earlier redeemed. 

23 MARKET PRICES 

1995 *994 

High Low Close High Low Close 


Common Stock 


Quarter 


1st Q 

19% 

14% 

16 

26% 

12 % 

16% 

2nd Q 

16% 

14% 

15% 

17% 

14% 

15% 

3rd Q 

16% 

12 % 

14% 

18% 

14% 

15% 

4th Q 

15% 

9% 

11 % 

17 

13% 

15% 

Preferred Stock 







Quarter 







1st Q 

106 

85 

88 % 

133% 

90 

90 

2nd Q 

89 

80 

89 

110 

84 

90 

3rd Q 

94 

76 

94 

103 

88 

98 

4th Q 

86 

62 

63% 

94% 

79 

85 
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24 DIVIDEND INFORMATION 



1995 

1994 

1993 

1992 

1991 

Dividends declared 






Common' 11 

$ — 

.74 

1.16 

1.12 

1.08 

Preferred 

$ 2.20 

2.20 

2.20 

2.20 

2.20 

Dividend yield at year- 
end market price 






Common' 11 

— % 

4.7 

4.5 

3.8 

3.7 

Preferred 

3.5% 

2.6 

1.6 

1.2 

1.3 


(1) The Company eliminated the payment of the common stock dividend in 1995. 


25 LEGAL PROCEEDINGS 

Between March 30, 1994 and April 18, 1994, the Company 
and certain of its present and former directors and officers 
were named as defendants in lawsuits brought by certain 
shareholders claiming to represent classes of shareholders that 
purchased shares of the Company’s common stock during 
different periods between January 1992 and March 1994. In 
April 1994, these lawsuits were consolidated in an action 
styled In re: Woohvorth Corporation Class Action Securities 
Litigation pending in federal court in New York. 

This class action complaint purports to present claims 
under the federal securities and other laws and seeks unspeci¬ 
fied damages based on alleged misleading disclosures during 
the class period between May 1993 and March 1994. 

As this action remains at a preliminary stage of proceedings, 
its outcome cannot be predicted with any degree of certainty. 
Therefore, the Company cannot determine if the results of the 
litigation will have a material adverse effect on the Company’s 
results of operations, liquidity or financial position. 


The staff of the Securities and Exchange Commission 
(“SEC”) is conducting an inquiry relating to the matters 
that were reviewed by a Special Committee of the Board 
of Directors as well as in connection with trading in the 
Company’s securities by certain directors and officers of the 
Company. The SEC staff has advised that its inquiry should 
not be construed as an indication by the SEC or its staff that 
any violations of law have occurred. There have not been 
material developments in the inquiry to date. 

26 QUARTERLY RESULTS (unaudited) 

(in millions, except 


per shore amounts) 


1st Q 

2nd Q 

3 f d Q 

4 th Q 


Year 

Sales 








1995 

S 

1,794 

1,922 

2,071 

2,437 

S 

8,224 

1994 

$ 

1,760 

1,862 

2,094 

2,522 

$ 

8,238 

Gross profit (a) 








1995 

S 

489 

588 

652 

760 

S 

2,489 

1994 

s 

531 

570 

694 

817 

$ 

2,612 

Operating profit (loss) (b) 







1995 

$ 

(79) 

30 

99 

(91) 

$ 

(41) 

1994 

$ 

(24) 

(7) 

104 

201 

s 

274 

Net income (loss) 








1995 

s 

(80) 

(11) 

34 

(107) 

s 

(164) 

1994 

$ 

(38) 

(42) 

37 

90 

$ 

47 

Net income (loss) 
per share 








1995 

s 

(-60) 

(.09) 

.26 

(.80) 

$ 

(1.23) 

1994 

$ 

(.29) 

(.32) 

.28 

.69 

s 

.36 

Dividends declared 
per share 

1995 (c) 

s 





s 


1994 

s 

.29 

.15 

.15 

.15 

s 

.74 


(a) Gross profit represents sales less costs of sales. 

(b) Operating profit (loss) represents income (loss) before income taxes, interest expense 
and corporate expense. 

(c) The Company eliminated the payment of the common stock dividend in 19V5. 
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Five-Year Summary of Selected Financial Data 


($ in millions , except per share amounts) 

1995 

1994 

1993 

1992 

1991 

Summary of Operations 

Sales 

S 8,224 

8,238 

9,558 

9,922 

9,895 

Costs of sales 

5,735 

5,626 

6,747 

6,683 

6,684 

Selling, general and administrative expenses 

2,166 

2,201 

2,615 

2,501 

2,575 

Depreciation and amortization 

239 

233 

257 

254 

261 

Interest expense 

119 

107 

79 

87 

87 

Other income 

(43) 

(55) 

(68) 

(40) 

(19) 

Impairment of long-lived assets 

241 

— 

— 

— 

— 

Provision for disposition of Woolco 

— 

30 

168 

— 

— 

Repositioning/restructuring charges 

— 

— 

558 

— 

390 

Income tax expense (benefit) 

(69) 

49 

(303) 

157 

(30) 

Net income (loss) before cumulative effect of accounting change 

(164) 

47 

(495) 

280 

(53) 

Cumulative effect of change in method of accounting for 
post-retirement benefits other than pensions 

— 

— 

— 

— 

(113) 

Net income (loss) 

S (164) 

47 

(495) 

280 

(166) 

Per common share 

Net income (loss) 

S (1.23) 

.36 

(3.76) 

2.14 

(1.28) 

Dividends declared 

$ — 

.74 

1.16 

1.12 

1.08 

Average common shares outstanding (in millions) 

132.9 

132.3 

131.7 

130.8 

130.2 


Financial Condition 

Merchandise inventories 
Property and equipment, net 
Total assets 
Short-term debt 

Current portion of long-term debt and obligations under capital leases 

Long-term debt and obligations under capital leases 

Total shareholders’ equity 

Common shareholders’ equity 

Per common share 


Financial Ratios 


Return on beginning common equity (ROE) 

(12.1%) 

3.5 

(24.0) 

13.8 

(7.1) 

Return on average investment (ROI) 

.6% 

3.6 

(6.7) 

9.3 

.2 

Operating profit (loss) as a percentage of sales 

(.5%) 

3.3 

(6.8) 

5.8 

.5 

Net income (loss) as a percentage of sales 

(2.0%) 

.6 

(5.2) 

2.8 

(1.7) 

Debt capitalization percent 

69.9% 

71.2 

69.2 

56.5 

53.8 

Debt capitalization percent (without present value of operating leases) 

36.7% 

46.7 

40.0 

21.3 

21.2 

Current ratio 

1.9X 

1.2 

1.2 

1.6 

1.6 

Number of Stores at Year End 

8,178 

8,629 

8,368 

8,990 

8,386 


1,364 

1,622 

1,579 

2,269 

2,152 

1,225 

1,521 

1,531 

1,626 

1,642 

3,506 

4,145 

4,593 

4,692 

4,618 

69 

853 

533 

164 

— 

25 

26 

32 

21 

121 

619 

309 

336 

372 

425 

1,229 

1,358 

1,349 

2,059 

2,031 

1,225 

1,354 

1,344 

2,054 

2,025 

9.21 

10.22 

10.19 

15.64 

15.54 
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Board of Directors 


Roger N. Farah 1 

Chairman of the Board and 
Chief Executive Officer 

Dale W. Hilpert 

President and Chief Operating Officer 

John W. Adams 1 * 

Former Chairman of the Board and 
Interim Chief Executive Officer 
Director of various companies 

J. Carter Bacot 1 *** 6 

Chairman of the Board and 

Chief Executive Officer 

The Bank of New York Company, Inc. 

and Chairman of the Board 

of The Bank of New York 

(banking services) 

Purdy Crawford 1 

Chairman of the Board 
Imasco Limited 

(consumer products and services) 

Helen Galland »• *•* 

President and Chief Executive Officer 
Helen Galland Associates 
(marketing and business consulting 
services) 

Philip H. Geier Jr. 1 *) 

Chairman of the Board and 
Chief Executive Officer 
Interpublic Group of Companies, Inc. 
(advertising agencies and other 
markenng communication services) 

Jarobln Gilbert Jr. *• »* 3 .a 

President and Chief Executive Officer 
DBSS Group, Inc. 

(management, planning and trade 
consulting) 

Seymour H. Knox III »*3 .a 
Chairman of the Board 
Niagara Frontier Hockey L.P. 

(owner of the Buffalo Sabres of the 
National Hockey League) 

Margaret P. MacKimm «• 3* s 

Former Senior Vice President - 

Communications 

Kraft Foods, Inc. 

(muldnational marketer and processor 
of food products) 

John J. Mackowski *• *.* 

Director of various companies 

James E. Preston *.3. * 

Chairman of the Board and 
Chief Executive Officer 
Avon Products, Inc. 

(manufacture and sale of beauty and 
related products) 

Christopher A. Sinclair »*« 

Chairman and Chief Execudve Officer 
Pepsi-Cola Company, a division of 
PepsiCo, Inc. 

(beverages, snack foods and restaurants) 

l MEMBER OF EXECUTIVE COMMITTEE 
a MEMBER Of AUDIT COMMITTEE 

3 MEMBER OF COMPENSATION COMMITTEE 

4 MEMBER Of NOMINATING AND ORGANIZATION COMMITTEE 

5 MEMBER Of RETIREMENT INVESTMENT COMMITTEE 

6 MEMBER Of ACQUISITIONS AND FINANCE COMMITTEE 


Corporate Officers 


Roger N. Farah 

Chairman of the Board and 
Chief Execudve Officer 

Dale W. Hilpert 

President and 

Chief Operadng Officer 

Senior Vice Residents 

M. Jeffrey Branman 

Corporate Development 

John E. DeWolf III 

Real Estate 

John F. Gillespie 

Human Resources 

Andrew P. Hines 

Chief Financial Officer 

Vice Presidents 

Gary M. Bahier 

General Counsel and Secretary 

Thomas A. Beauchamp 

Infomiadon Systems 

Gary H. Brown 

Real Property 

John H. Cannon 

Treasurer 

Glen R. Goff 

General Auditor 

Cynthia M. Krasne 

Strategic Planning and Analysis 

Maryann M. McGeorge 

Merchandise Planning and 
Systems 

Henry C. Miner III 

Taxadon 

Patricia A. Peck 

Human Resources 

Richard j. Price 

Logisdcs 

Vivian J. Shaw 

Financial Planning and Analysis 

Frances E. Trachter 

Public Affairs 

John A. Wozniak 

Controller 


Consolidated 

Operations 

ATHLETIC FOOTWEAR AND 
APPAREL DIVISION 
William L. DeVries 

President and Chief Execudve Officer 

RETAIL COMPANY OF 
GERMANY. INC. 

Manfred SchOnmeier 

President and Chief Execudve Officer 

F.W. WOOLWORTH CO. 

Paul T. Davies 

President and Chief Executive Officer 

WOOLWORTH CANADA INC. 

Alan M. Beam 

President and Chief Executive Officer 

SPECIALTY FOOTWEAR DIVISION 
Carol G. Greer 

President and Chief Execudve Officer 


Corporate 

Information 

CORPORATE HEADQUARTERS 

Woolworth Building 
233 Broadway 

New York, New York 10279-0003 
(212) 553-2000 

TRANSFER AGENTS AND 
REGISTRARS 

First Chicago Trust 
Company of New York 
P.O. Box 2500 

Jersey City’. New' Jersey 07303-2500 
(800) 519-3111 

The R-M Trust Company 
Corporate Trust Services 
P.O. Box 7010 

Adelaide Street Postal Station 
Toronto, Ontario M5C 2W9 
(800) 387-0825 
(416) 813-4500 

INDEPENDENT AUDITORS 

KPMG Peat Marwick LLP 
345 Park Avenue 
New York. NY 10154 
(212) 758-9700 

FORM 10-K 

A copy of Woolworth 
Corporations 1995 Annual 
Report on Form 10-K filed 
with the Securities and 
Exchange Commission is avail¬ 
able, without charge, by request 
to the Corporate Secretary at 
the Corporate Headquarters. 

SHAREHOLDERS’ MEETING 

The next annual meeting of 
shareholders will be held at the 
New York Marriott Financial 
Center Hotel. 85 West Street, 

New York, NY 10006 at 10:00 
a.m. (local time) on June 13, 

1996. The formal notice of the 
meeting, proxy statement and 
form of proxy' will be mailed to 
each shareholder on or about 
May 6.1996, at which rime 
proxies will be requested by 
management. 


NOTE THAT THIS REPORT CONTAINS 
FORWARD-LOOKING STATEMENTS IN 
THE SHAREHOLDERS' LETTER AND 
MANAGEMENT’S DISCUSSION AND 
ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS Of OPERATIONS. WHICH REFLECT 
MANAGEMENT’S CURRENT VIEWS Of 
FUTURE EVENTS AND FINANCIAL 
PERFORMANCE. THESE FORWARD- 
LOOKING STATEMENTS ARE BASED ON 
MANY ASSUMPTIONS AND FACTORS 
INCLUDING THE EFFECTS OF CURRENCY 
FLUCTUATIONS. CONSUMER PREFERENCES 
AND ECONOMIC CONDITIONS WORLD WIDE. 
ANY CHANGES IN SUCH ASSUMPTIONS OR 
FACTORS COULD PRODUCE SIGNIFICANTLY 
DIFFERENT RESULTS. 

©1996 Woolworth Corporation 


The service marks and trademarks appearing in this report (except for Wal-Mart) 
are owned by Woolworth Corporation or its subsidiaries. 
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